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EXPORT-IMPORT BANK ACT AMENDMENTS OF 1954 


MONDAY, JUNE 14, 1954 


UNtrep STATES SENATE, 
CoMMIrreE ON BANKING AND CURRENCY, 
Washington, D. C. 


The committee met, prsuant to call, at 11:30 o'clock a, m., in room 
301, Senate Office Building, Senator Homer E. Capehart (chairman) 
presiding. 

Present: Senators Capehart, Bennett, Bush, Payne, and Frear. 

The Cuairman. I would like at the beginning of this hearing to 
p! ace in the record, if there is no objection, a copy of the bill which 
Senator Maybank and I introduced om Friday, the statement that I 
prepared, a letter from the Secretary of State endorsing the legisla- 
tion, and a press release gotten out by the President of the United 
States last Iriday in which he 100 percent endorses this legislation. 
Also I want to say that Senator Maybank is vitally interested in this 
whole matter. He could not be here this morning. He is atfending 
a conference on an appropriation bill as one of the Senate conferees. 
He and I have been working on this matter now for a number of years 
because we are vitally interested in the ay opm Bank and 
vitally interested in exports as they apply to creating jobs in the 
United States. Without objection, we will place that material in 
the record. 

(The material referred to follows :) 


LS. 3589, 83d Cong., 2d sess.] 


A BILL To provide for the independent management of the Export-Import Bank of 
Washington under a Board of Directors, to provide for the representation of the Bank 
on the National Advisory Council on International Monetary and Financial Problems 
and to increase the Bank’s lending authority 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 of the Export-Import Bank 
Act of 1945, as amended, is hereby further amended to read as follows: 

“Sec. 3. (a) The Export-Import Bank of Washington shall constitute an in 
dependent agency of the United States and neither the Bank nor any of its 
functions, powers, or duties shall be transferred to or consolidated with any 
other department, agency, or corporation of the Government unless the Congress 
shall otherwise by law provide. 

“(b) There shall be a President of the Export-Import Bank of Washington, 
who shall be appointed by the President of the United States by and with the 
advice and consent of the Senate, who shall receive a salary at the rate of 
$17,500 per annum, and who shall serve as chief executive officer of the Bank. 
There shall be a First Vice President of the Bank, who shall be appointed by the 
President of the United States by and with the advice and consent of the Senate, 
who shall receive a salary at the rate of $16,000 per annum, who shall serve 
as President of the Bank during the absence or disability of or in the event of 
a vacancy in the office of President of the Bank, and who shall at other times 
perform such functions as the President of the Bank may from time to time 
prescribe. 

1 
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““(c) There shall be a Board of Directors of the Bank consisting of the Presi- 
dent of the Export-Import Bank of Washington who shall serve as Chairman, 
the First Vice President who shall serve as Vice Chairman, and three additional 
persons appointed by the President of the United States by and with the advice 
and consent of the Senate. Of the five members of the Board, not more than 
three shall be members of any one political party. Each director, other than the 
President of the Export-Import Bank and the Vice President of the Export- 
Import Bank, shall receive a salary at the rate of $15,000 per annum. Before 
entering upon his duties, each of the directors shall take an oath faithfully to 
discharge the duties of his office. Terms of the directors shall be at the pleasure 
of the President of the United States, and the directors, in addition to their 
duties as members of the Board, shall perform such additional duties and may 
hold such other offices in the administration of the Bank as the President of 
the Bank may from time to time prescribe. A majority of the Board of Di- 
rectors shall constitute a quorum. The Board of Directors shall adopt, and may 
from time to time amend, such bylaws as are necessary for the proper manage- 
ment and functioning of the Bank, and shali in such bylaws, designate the vice 
presidents and other officers of the Bank and prescribe their duties. 

“(d) There shall be an Advisory Committee of nine members, appointed by 
the Board of Directors on the recommendation of the President of the Bank, 
who shall be broadly representative of production, commerce, finance, agriculture 
and labor The Advisory Committee shall meet one or more times per year, 
on the call of the President of the Bank, to advise with the Bank on its program. 
Members of the Advisory Committee shall be paid a per diem allowance of $50 
for each day spent away from their homes or regular places of business, for the 
purpose of attendance at meetings of the Committee, and in necessary travel, and 
while so engaged they may be paid actual travel expenses and not to exceed $10 
per diem in lieu of subsistence and other expenses 

“(e) No director, officer, attorney, agent, or employee of the Bank shall in 
any manner, directly or indirectly, participate in the deliberation upon or the 
determination of any question affecting his personal interests, or the interests of 
any corporation, partnership or association in which he is directly or indirectly 
personally intereste oe 

Sec. 2. Section 4 (a) of the Bretton Woods Agreements Act, as amended, is 
hereby further amended by striking out all following “Federal Reserve System,” 
and inserting in lieu thereof “the President of the Export-Import Bank of Wash- 
ington, and during such period as the Foreign Operations Administration shall 
continue to exist, the Director of the Foreign Operations Administration.” 

3. The Export-Import Bank Act of 1945, as amended, is hereby further 
amended as follows: 

(a) Section 6 is amended by striking out the words “three and one-half times 
the authorized capital stock of the Bank” and substituting therefor the figure 
“$4 000,000,000" 

(b) Section 7 is amended by striking out the words “four and one-half times 
the authorized capital stock of the Bank” and substituting therefor the figure 
$5,.000,000,000,"" 

Sec. 4. The provisions of this Act for the appointment of a President and a 
First Vice President of the Bank and the members of the Board of Directors 
shall be effective upon its enactment. The remaining provisions of this Act 
shall become effective when the President and First Vice President of the Bank 
and one other member of the Board of Directors initially appointed hereunder 
enter upon office, and shall thereupon supersede Reorgavization Plan No. 5 of 


1953 


SEs 


STATEMENT BY SENATOR CAPEHART 


My participation in the activities of the Senate in the field of foreign affairs 
has been limited. 

It was only 6 months ago that I became one of the most junior members of the 
Senate Committee on Foreign Relations 

But I brought to that committee a long experience with the Senate Committee 
on Banking and Currency 

I want now to make my maiden speech. 

When I have finished, I hope my colleagues will recognize that a marriage 
has heen consummated between foreign policy and economic policy. 
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One of the things that has impressed me most in my service with the Foreign 
Relations Committee is that our foreign policy has not always been based on 
sound business practice. 

We have had a tendency in the years since the war, and perhaps with some 
justification, to think of economic foreign policy as something that involves 
giving American wealth to nations that were not able to stand on their own 
economic feet. 

We have encouraged dependence, not independence. It is now time for us to 
recognize that the world we want and need must be one in which free nations 
deal with one another as equals and that paternalism has no more place in inter- 
national affairs than it has in domestic affairs. 

We have the instrumentality available to build a strong foreign policy. 

But first, let us look at the record. 

On March 30, 1954, in his message to the Congress on the importance of our 
foreign trade the President made the following observation: 

“If we fail in our trade policy, we may fail in all. Our domestic employment, 
our standard of living, our security, and the solidarity of the free world—all 
are involved. For our own economic growth we inust have continuously expand- 
ing world markets; for our security we require that our allies become economi- 
cally strong. Expanding trade is the only adequate solution for these two press- 
ing problems confronting our country.” 

I wholeheartedly support this statement I have long since been on record as 
being in agreement with its substance 

As early as January 7, 1953, I, together with the distinguished Senator from 
South Carolina [Mr. Maybank], introduced a resolution in the Senate (S. Res. 
25) directing the Committee on Banking and Currency to make a thorough study 
of means and methods for increasing and expanding our international trade. 

This resolution was referred to the Committee on Banking and Currency 

It was considered in a number of executive sessions and reported out favorably 
by the full committee on April 30, 1953—over 1 year ago. (See S. Rept. 208, 83d 
Cong., Ist sess.) 

In that report it was stated that the continued prosperity of our domestic 
economy and the economic stability of the world is to a large extent dependent 
on a high level of international trade. 

Our committee contended that a high level of international trade should no 
longer be dependent upon programs of aid and assistance as has been required 
during recent years. 

At the same time it was our opinion that to reduce drastically the various 
programs of aid and assistance, without at the same time providing some other 
means of taking up the slack and further expanding trade between nations, might 
well lead to a downward spiral in our international trade and even to an overall 
international economic recession. 

Our committee proposed to make constructive studies of various means and 
methods of expanding foreign trade. 

Included in the resolution was the proposal for a thorough study of the poten- 
tialities of the Export-Import Bank, the-International Bank for Reconstruction 
and Development, and such other agencies and devices as would facilitate Ameri- 
can investment abroad. 

At a later date, the President requested of the Congress authorization to appoint 
a Commission on Foreign Economic Policy. Senate Joint Resolution 78 was 
introduced to carry out the President’s request on May 15. 

The Senate Finance Committee reported it out on May 15 and the Senate agreed 
to it on May 19, 1953. 

This Commission subsequently became known as the Randall Commission. 

Its report is now public. 

Its recommendations will come before this body in legislative proposals. 

On May 25, 1953, in a letter to the chairman, Committee on Rules and Adminis 
tration, I suggested that to avoid duplication of effort and in order to wholly 
cooperate with the President’s Commission in their broad trade studies that our 
resolution of January 7 (S. Res. 25) be amended to read as follows: 

“Resolved, That the Committee on Banking and Currency, or any duly author- 
ized subcommittee thereof, is authorized and directed to make a thorough study 
of the operations of the Export-Import Bank and the International Bank for 
Reconstruction and Development and their relationship to the expansion of in- 
ternational trade.” 

On May 28, 1953, the Committee on Rules and Administration reported favor 
ably upon this amendment and recommended that it be agreed to by the Senate. 
The amendment was considered and approved on June 8, 1953. 
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On January 11, 1954, as chairman of the Committee on Banking and Currency, 
I submitted a progress report of our committee’s work, to that date, under the 
resolution. Briefly the report toid of intensive studies which the committee 
had made of the internal and external operations of the Export-Import Bank and 
the International Bank; the multitudinous expression of opinion and sugges 
tions from bankers, business firms, trade associations, labor organizations, farm 
groups, economists, and individuals; and staff reports and detailed written 
studies prepared by customers and by the experienced personnel of both banks. 
In addition, we reported the “field” study and inspection by committee members 
of certain projects in Latin America financed by loans of the Export-Import Bank 
and International Bank for Reconstruction and Development. 

A comprehensive interim report (p. 648) of our Latin American studies has 
been printed under date of March 16, 1954 (S. Rept. 1082). 

The January 11 progress report also referred to the creation of a voluntary 
citizens advisory committee on September 15, 1958, composed of over 100 promi 
nent leaders from industry, business, banking, labor, and farming to make appro 
priate recommendations to your committee concerning the subject matter of the 
study 

This advisory committee has been most diligent in its studies and deliber 
ations and their helpful suggestions will shortly be formally presented to the 
committee. 

At the first meeting of the Citizens Advisory Committee on September 15, I 
stated 

“We cannot have peace and prosperity throughout the world unless we have 
full employment. 

“If we are to have full employment, we must have foreign trade. 

“What we want to do in the United States is to sell more goods to every other 
nation in the world. 

“What every other nation in. the world wants to do is to sell more goods to 
us and to every other nation. 

“We all want to do it without hurting each other. 

“IT think another very simple way to state this whole business is this: 

“IT was never able to sell a man who did not have any inoney or credit. That 
means we are not going to be able to sell in the United States unless we have 
full employment or practically full employment. We are not going to be able 
to sell to other nations of the world unless their people have money. 

“They are not going to be able to sell to us unless we have money. 

“T have never yet seen a community in the United States or a community any- 
where, a city, a county, a state, or a nation that was prosperous unless at least 
the great majority of their people were working and working at good wages, 
wage rates comparable with the prices they had to pay for things they purchased 

“What we hope to do—it is not easy and we realize that—is to find some way 
to increase world trade 

“As far as I am personally concerned, it must be converted into employment. 

“What can we do to create more jobs in the United States? What can we do 
to create more jobs for the peoples of other countries so that they will have 
money to buy that which we produce, and money to buy that which is produced 
in their own countries? 

“We would like to have our study based upon and resolved around full employ 
ment. 

“Anything that we might recommend, anything that we might do must be 
compatible with what I call the American system of government and the private 
enterprise system 

“We are not going to have peace, we are not going to have prosperity unless 
our people and the peoples of the other countries have jobs.” 

What I said on September 15 I reiterate now. All who have been engaged in 
our committee’s work have kept these basic purposes before them. : 

Public hearings have been held by our committee during January and February 
and are to be continued at subsequent dates. 

While our studies are steadily progressing certain facts have already become 
evident and vital. 

Some of these facts concern the great credit arm of the United States which 
was created for a clear-cut purpose ; 

“To aid in financing and to facilitate exports and imports and the exchange of 
commodities between the United States or any of its Territories or insular pos- 
sessions and any foreign country or the agencies or nationals thereof.” 

I refer to the Export-Import Bank. This credit arm is most urgently needed 
in expanded form at the present turn in the economy of the world. 
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Presently, we find United States producers seeking markets for their produc- 
tion, 

Labor in capital goods, manufacturing, processing, and other industries are 
concerned about employment. 

Many countries in the free world are anxious to acquire wealth-creating ma- 
chinery and equipment which is available in the United States 

We have recently turned an economic corner in this country. 

We have moved from a sellers’ to competitive buyer’s market. 

United States producers can no longer sit back and without dynamic sales- 
manship expect foreign orders to fill up surplus productive capacity of their 
plants. 

We have, through the years, by gifts and grants and by aid programs built 
up a healthy competition for ourselves. 

We have in addition aided our free world friends and neighbors to create and 
develop credit facilities and devices which at the same time we have failed to 
utilize or create ourselves. 

While many of our neighbors still want our products they now want to buy 
them on their own credit terms. 

The day has gone when we can demand guaranteed letters of credit with 
orders. 

This great country of ours did not grow to its greatness on a cash-and-carry 
basis. 

When it needed to expand and develop its agricultural and mineral resources, 
its transportation, its industrialization, it sought substantial help in the form of 
long-term credits. 

Enormous sums poured in from abroad and were invested upon a long-term 
basis upon the faith of the destiny of the United States 

Simultaneously there developed within our own economy new credit forms 
which enabled the businessman—hig and little—to turn over his own capital 
many times, thereby creating greater output, more jobs, and expansion of plant 

-apacity. 

It enabled capital to be accumulated to be used for more growth and wider 
investment. There finally evolved consumer credit plans which, predicated upon 
the integrity and earning power of the American worker, has resulted in an un- 
dreamed volume of national product. 

It is part of this national product which our foreign friends wish to purchase 
and which we want to sell them. 

We have to make it possible for them to buy by helping them with lengthy 
credit terms, 

Both our private investment sources, our great banks, our insurance com- 
panies, our investment trusts, our many pension funds have enormous resources 
for sound investment, not only in this country but in expanding friendly areas 
abroad. 

As foreign countries improve the investment climate by removing artificial 
and short-sighted trade and monetary restrictions these investments sources will, 
as happened in our own country a hundred years ago, find proper and safe in- 
vestments in the expanding economy of other nations. 

Money invested in wealth-creating ventures on long-term credit basis will 
enable the economies of other nations to expand, will provide greater employment 
opportunities, raise wages and living standards, and wipe out illiteracy, di- 
sease, and social discontent. 

In normal course credit purchase systems will evolve to enable consumers to 
purchase more useful comforts and conviences of life over longer periods of time 
and therefore expand the productive capacity of other countries. 

We can and should help our friends in their economic development as we our- 
selves were helped from abroad decades ago. We should use all our acquired 
wisdom, experience, and sympathy in assisting our friends abroad when they 
solicit our help in improving their economies. 

International business means sound borrowing and credit terms which permit 
for expansion and turnover. 

Twenty years ago we created the Export-Import Bank. 

From an agency with a capital of $11 million we have expanded it year by 
year into an independent corporate entity with a loan, guaranty, and insurance 
ceiling which now reaches $4% billion. 

Collections during the calendar year 1954 are expected to total $440 million. 

Over the years the Export-Import Bank has done a good and effective job 
in promoting our foreign trade. 
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It stands today with $1.3 billion in unused lending capacity, in addition to $500 
million yet to be disbursed under credits already authorized. 

We are not adequately using the resources of this great bank in the credit 
substructure of our international trade. 

It is not because of the lack of credit applications by American producers and 
foreign buyers 

There has been much said about the appropriate field for different types, kinds, 
and character of credits to be granted by the Export-Import Bank. 

I refer to the assertions frequently made about the respective field of juris- 
diction and operation of the Export-Import Bank as compared with the Inter- 
national Bank. 

For example, it has been stated that the role of the Export-Import Bank is 
aid to our current foreign trade by means of loans of rapid turnover and shorter 
duration, while the role of the International Bank involves loans of a capital 
nature of long duration for construction and development purposes. 

I point out that in the 20 years of its life, the objects and purposes of the 
Export-Import Bank have never been changed. They are presently contained 
in the Export-Import Bank Act of 1945. 

At the expense of repetition, those objects and purposes are: “To aid in finane- 
ing and to facilitate exports and imports and the exchange of commodities 
between the United States or any of its Territories or insular possessions and 
any foreign country or the agencies or nationals thereof.” 

I confess that by the most careful reading of these purposes I can find no 
limitation upon the kind, size, or quantity of exports which this United States 
bank may finance, 

Nor can I find any preclusive word or phrase which would limit the Export- 
Tmport Bank to loans of rapid turnover or short duration. 

Certainly I would object to any interpretation which would circumscribe 
the authority of this bank to make loans to capital-goods industries, to wealth- 
producing industries, which by their very nature presume longer credit terms. 

This country of ours has been built by the might of this technology. 

It is this technology that free nations seek, as well as the products of our 
great technological mass-production plants. 

To limit the export of our science, our technology, by denying appropriate 
credit terms from our only available public credit source, the Export-Import 
Bank, is to deny fundamental tenets of our foreign policy, our foreign-assistance 
programs, and our point 4 programs 

I do not believe we should circumscribe the functions of the Export-Import 
sank. 

I do not believe we should hesitate to help our foreign friends in undertaking 
proper development projects within their reasonable credit potential. 

Nor would I have the United States producer nor skilled United States labor 
submit to any credit preclusion which in this highly competitive world would 
put them in an unrealistic and noncompetitive position 

My position on this matter has more toit than mere national selfishness. 

As I view it, the total strength of the free world is not unrelated to the 
strength of the United States 

To weaken us, to weaken our production, our fibers of laboratory research, to 
restrain the continuing employment of our technicians, to restrict for a moment 
the steady growth of our industrial potential—all of which can be prevented 
through expanding international trade built on sound credit—at a time when 
the Iron Curtained world is devoting its energies to catching up and to surpassing 
is, is to invite the destruction of freedom. 

We must grow steadily even as friendly nations must grow in technology and 
productivity. 

It is imperative that we do so if we are to maintain our own power, and that 
of other free nations. 

And we must use all available credit sources to stimulate that growth. 

There is no legislative limitation upon loan authority of the Export-Import 
Bank that would exclude it properly from making long-term, medium-term, or 
development loans. 

In fact, as early as September 26, 1940, the Congress increased the lending au- 
thority of the bank by some $500 million and specifically provided for the making 
of loans to foreign governments or their central banks or agencies for the pur- 
pose of assisting in the development of their resources, stabilizing their econ- 
omies, and for the orderly marketing of products of the Western Hemisphere. 
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That purpose and loan authority has never been modified or repealed by the 
Congress. 

It stands as the declared policy of the Congress. 

My colleague Mr. Maybank, and I are submitting a bill which would amend the 
Export-Import Bank Act of 1945. 

This bill reiterates and reaffirms the independent management of the bank 
under a board of adequately compensated directors. 

The bill clarifies the relationship of the bank to the National Advisory Council 
and gives a voting membership on the Council to the bank. 

The loan, guaranty, and insurance limit of the bank is fixed at $5 billion. 

This will be practical evidence to American producers, to American labor, and 
to all American taxpayers that the Congress practicalizes the trade-not-aid slogan 
at a time when our gift and grant programs are being substantially curtailed. 

The bill also provides the means for additional credit, guaranty, and in- 
surance plans to expand international trade. 

With this proposed amendatory legislation enacted into law, we will take a 
great step and a fundamental step forward in the expansion of international 
trade. 


THE SECRETARY OF STATE, 
Washington, June 9, 1954. 
The Honorable HOMER E. CAPEHART, 
United States Senate. 


Dear Homer: I am sorry that I cannot attend the 12 o’clock meeting tomorrow 
that you are having with the President on your proposed Export-Import Bank 
Act. However, I have followed this matter closely, and I want you to know 
how much I appreciate the careful consideration that you have given to it. I 
believe that your bill will go a long way toward solving the problem. 

Sincerely yours, 
JOHN FOSTER DULLES. 


STATEMENT BY THE PRESIDENT 


President Eisenhower met at noon today with Senators Homer E. Capehart 
and Burnet R. Maybank, of the Senate Committee on Banking and Currency; 
Representatives Jesse P. Wolcott and Brent Spence, of the House Committee 
on Banking and Currency; Secretary of the Treasury George M. Humphrey; 
Deputy to the Secretary of Treasury W. Randolph Burgess; Assistant Secre- 
tary of State Thruston Morton; Gen. Glen EK. Edgerton, Managing Director of 
the Export-Import Bank. 

At the meeting, agreement was reached on several changes in the organiza- 
tion of the Export-Import Bank which will be embodied in bills to be intro- 
duced by Senators Capehart and Maybank in the Senate and by Representatives 
Wolcott and Spence in the House. 

The changes are the result of a year’s experience and study, including visits 
to Latin American countries by members of the Senate Banking and Currency 
Committee and a mission headed by Dr. Milton Eisenhower. 

The Banking and Currency Committee of the Senate has also had the benefit 
of consideration of these problems by an advisory committee of businessmen 
and financial representatives. 

The proposed legislation would increase the lending authority of the bank 
by $500 million and strengthen the organization of the institution by creating 
a bipartisan board of directors of five members to be appointed by the Presi- 
dent subject to Senate confirmation. The Chairman of the Board would be 
the president of the bank, who would serve as the chief executive officer. 

These proposed changes are designed to further the hasic objectives of the 
bank, which are to aid in financing and to facilitate the export and import trade 
of the United States. Such assistance is particularly important to American 
exporters under current conditions in world markets. 

The Nationai Advisory Council on International Monetary and Financial 
Problems will continue to coordinate the foreign financial operations of the 
Export-Import Bank with those of other agencies of the Government the presi- 
dent of the bank will become a member of the NAC. 


THe Wuite House. 
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The Cuarmman. I would like to turn now to the consideration of 
the legislation. Last Friday, I introduced S. 3589 in the Senate on 
behalf of myself and Senator Maybank, which has to do with the 
Export-Import Bank of Washington. I put S. 3589 into the record. 

5. 3589 reaffirms the status of the Export-Import Bank as an inde- 
pendent Government agency. 

The bill provides for the appointment of a president and first vice 
president of the Export-Import Bank by the President of the United 
States, by and with the advice and consent of the Senate. It fixes 
their salaries at $17,500 and $16,000, respectively. 

The bill provides for the creation of a five-man board of directors 
charged with the responsibility of managing the bank. Under the 
rovisions of this bill, the president and first vice president of the 
bank would serve as chairman and vice chairman, respectively, on 
the board of directors. Board members other than president and 
vice president of the bank are to receive salaries of $15,000 per annum. 

The bill provides for the creation of a nine-member advisory com- 
mittee, chosen by the board of directors, from production, commerce, 
finance, agriculture, and labor. The advisory committee is to con- 
sult one or more times a year, with the bank, on the call of the chair- 
man of the board of directors. Provision is made for compensation 
of the advisory committee at the rate of $50 per day when called to 
consult with the bank. 

The bill provides that no director, officer, attorney, agent, or em- 
ployee of the bank shall participate in the deliberation of any ques- 
tion affecting his personal interests. 

The bill provides that the president of the Export-Import Bank 
will become a member of the National Advisory Council on Interna- 
tional Monetary and Financial Problems. 

The bill would increase the lending authority of the bank by $500 
million. 

The bill, when enacted into law and effective, would supersede Re- 
organization Plan No. 5 of 1953. 

Our first witness to testify on S. 3589 will be Gen. Glen Edgerton, 
managing director of the Export-Import Bank. 

We are delighted to have you with us this morning, General Edger- 
ton. I would like to say this again as a matter of record, that we are 
going to try to finish this bill by Friday and report it favorably to 
the floor of the Senate. In other words, we would like to finish our 
- arings this week. However, we will not deny anyone the right to 
be heard if they insist upon it. We certainly will not deny anyone the 
right to file a statement. I wish industry and interested people in the 
United States could have that announcement given them so that they 
will file statements or, if they care to be he ard, come forward. We 
would like to get this legislation to the floor of the Senate at the end of 
this week because we are very anxious that it become law at this session 
of Congress. The President of the United States is anxious that it 
become law. In fact, I know of no one who is opposed to this legisla- 
tion. There may well be some but I know of none at the moment. 
General Edgerton, why don’t you proceed. 1 see you have a four- 
page statement. Why don’t we permit you to read it and then we 
will ask you some questions. 
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STATEMENT OF MAJ. GEN. GLEN E. EDGERTON, MANAGING 
DIRECTOR, EXPORT-IMPORT BANK 


General Epgerron. Thank you, Mr. Chairman. It is always a 
privilege to appear before this committee and I especially apprec late 
the opportunity to present briefly my views on Senate bill S. 3589, 
which the committee has before it. 

This bill is one of the results of a very complete and comprehensive 
study of the Export- Import Bank and the field of international trade 
in which it operates. The committee and its staff are to be congratu- 
lated on the high quality of the study and we in the bank are gr: atified 
to know that the results tend to confirm the opinion that through the 
years the bank has performed a valuable service to the export and 
import trade of the United States, as well as to the foreign countries 
in which credits have been extended. 

The bill under consideration is well designed to promote the effec- 
tiveness of the bank in carrying out its mission as set forth in the 
Export-Import Bank Act of 1945. The present bill does not change 
that mission but rather emphasizes its importance to the United States 
and the other friendly nations of the world in the conditions that 
prevail today and seem likely to persist in varying degree for a con 
siderable time in the future. While the objectives were formally pre- 
scribed in the Export-Import Bank Act of 1945, as just stated, they 
have nevertheless been. substantially the same since the bank was 
organized 20 years ago. I believe that the record, as developed by 
this committee, shows that the resources available to the bank have 
been applied throughout its existence with commendable judgment and 
efficiency to serve objectives which were established early, and which 
are to be continued unchanged under the provisions of this bill. 

Since its beginning, in 1924, to March 31, 1954, the bank has author- 
ized from its own resources loans or credits in 56 countries to a total 
amount, using very round figures, of $6,500 million. Not all of the 
loans authorized have been disbursed in their entirety and a few have 
not been disbursed at all, so that approximately $1,200 million has 
been canceled. About $1,900 million has been repaid; outstanding 
loans amount to $2,800 million; authorized loans not yet disbursed 
amount to $500 million; and $100 million has been allocated to war- 
risk insurance. The outstanding loans extend over 47 countries. 
Although profit is not one of its objectives, the operations of the bank 
have been sufficiently conservative to yield a small i in each year 
of the bank’s existence. The total net profit to May 31, 1954, amounts 
to $431 million, of which $83 million has been paid in dividends. 

In the 20 years of the bank’s existence, the conditions affecting 
the foreign trade have changed from a buyer’s market to a seller’s 
market; have reversed themselves in considerable measure at least 
twice; have felt the impact of one world war and the ensuing readjust- 
ments, and of another war of more localized character, but of far- 
reaching consequence; and have recently been influenced by the cessa- 
tion of hostilities and teadjustments to more normal economic con- 
ditions which are now underway, but as yet far from complete. These 
two decades have seen the collapse of international credit; the almost 
complete cessation of international trade in many parts of the world; 
the application of the controls of currencies, prices, imports and 
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exports in most countries; and many other impediments to commercial 
intercourse between the nations of the civilized world. Most of these 
changes have occurred rapidly and have had far-reaching economic 
consequences of very undesirable kinds. The Export- Import Bank 
adjusted its policies and practices with creditable flexibility to meet 
those changes and it will be important to do so as other changes, either 
similar or dissimilar to those that have occurred in the past, take place 
in the future. The bill under consideration is designed to maintain 
that flexibility, to increase the resources available, and to make the 
bank in the future a still more useful and efficient instrument of gov- 
ernmental domestic and foreign economic policy. 

The bill is intended to apply the experience of the past, together with 

reasonable appraisals of the future, so as to make the improvements in 
the organization and operat ion of the bank that have been indicated as 
desirable. Taking the provisions of the bill in order: 

(1) The status of the bank as an independent agency is reaffirmed. 

(2) The chief executive officer of the bank and the officer who 
would replace him in the event of absence or disability are to be 
appointed as such by the President of the United States and confirmed 
by the Senate. 

Senator Busu. That is without tenure! 

General Epgerron. Without tenure. 

(3) A full-time board of directors is established to pass collectively 
upon propos ed loans and other import int matters that are essenti: illy 
matters of judgment, and also to participate individually and directly 
in the management and functioning of the bank. 

Senator Busu. That brings three new full-time men into the organ- 
ization; does it not? 

General Epcrrton. Really 2, because the old board was superseded 
by 3 men; a Managing Director; a Deputy Director, and an Assistant 
Director. 

Senator Busu. So it enlarges it by two to have policymaking 
status ? 

The CHarrman. It creates an executive vice president and some 
ther vice presidents ? 

General Epcerton. It makes provision for other vice presidents. 

Senator Busxn. But it does increase the policymaking group in the 
organization from 3 to 5? 

General Epcrerton. And gives a legislative position of responsi- 
bility to the two assistants that were provided under the Reorgani- 
zation Act as well. So it really increases those who have a respon- 
sibility to pass judgments by 4 instead of by 2. 

(4) An advisory committee of a broadly representative character 
to consult with the bank on its programs is prescribed. 

(5) The president of the bank is to be a member of the National 
Advisory Council on International Monetary and Financial Problems 
which coordinates the activities of governmental agencies in the field 
of international finance. 

(6) The lending authority of the bank and its authority to borrow 
from the Treasury are increased by $500 million. 

The merits of the several changes proposed are generally obvious, 
and passage of the bill will enable the bank to meet, more effectively 
than it could otherwise, many important needs of the export-import 
trade of the United States and of nations with whom we trade. 
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That completes my formal statement, Mr. Chairman. 

The Cuarrman. Senator Bush? 

Senator Busu. What is your judgment, General, about the question 
of tenure in these directorships? Have you any opinion to offer on 
that subject ? 

General Epeerron. Yes. My judgment is that the tenure should 
be left as provided in the bill. I think that the legislation should 
insure that this rather small number of five should all be active and 

‘ . well able to devote themselves to the business. There are provisions 
in the bill which prescribed that the board shall not be of a one-party 
character, and the convenience of maintaining that policy is an added 
reason for making the tenure at the pleasure of the President of the 

° . United States. 

Senator Busu. This strikes me as a little unusual. In most of the 
commissions and boards that we appoint here, which have to be con- 
firmed by the Senate, there usually appears a tenure. I was a little 
surprised when I read in this there was not to be any. You think 
it is better not to have any? 

General Eperrton. Yes. 

Senator Busu. A man is subject then, of course, to removal 
any time? 

General Encerton. That is right. Suppose he doesn’t enjoy the 
best of health. Suppose he is in health not poor enough to resign 
but cannot carry the full job. Mind you, these members of the board 
are, in addition to their duties of passing on the important matters 
of judgment also to be working members of the team. They ought 
to be fully able to do that. 

Senator Busu. The chances are that in this kind of board a man 
would be picked for his competence and experience in the past. Poli- 
tics wouldn’t enter in too much. There is no provision in the bill for 
recognizing any difference between the Republicans and the Demo- 
crats, as I see it. 

General Encerton. Yes, sir; there is. 

The CuarrmMan. It is a bipartisan— 

Senator Busn. Is that in the bill? 

. General Epngertron. Yes, sir. 

The Cuarrman. The board will be 3 of the majority party and 2 of 
the minority. 

Senator Busu. That is taken care of. 

. : The CuarrmMan. Do you think you could get good men to come and 
serve without a specific time? 

General Epererron. I think so; yes. I think a man who doesn’t 
want to come and serve on the basis of his giving creditable service 
throughout is maybe the kind of man you wouldn't select to do it. 

Senator Busn. I was just wondering if it would be more attractive 
to a man of the type you want to get there if there was tenure. 

General Epcerron. I wouldn’t think so. I think they would be 
assured that the President of the United States was not going to act 
capriciously to remove a man merely because his opinion differed 
from those of his peers. That wouldn’t be anticipated of any Presi- 
dent, I am sure. 

Members of the Cabinet serve in that status, and the subcabinet. 

Senator Busu. They do and they don’t. There is an election every 

' 4 years which sort of creates a little tenure, sometimes. 
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General Epverrron. Yes, that is so. I think it might be implied, 
in view of the status of these board members, that they might have a 
longer tenure if they gave creditable service—— 

Senator Busu. The Federal Reserve Board has a tenure, does it 
not ¢ 

General Epncerton. I believe they do. 

The Cuarrman. Fourteen years, I think. 

Senator Busu. Is it really that long? 

The CHarrmMan. Yes. 

Senator Busnu. At any rate, you are satisfied with this provision. 

The Cuarrman. General, you think we ought to make this a billion 
dollars. instead of $500 million ? 

General Epcertron. I think $500 million is probably adequate for 
the time being. Of « ourse, Vi hen that lending authority is nearly used 
up, it woul | be appropriate for the bank to come down— 

The CHarmman. Let’s see. You have how much at the moment 
unused lendinge—— 

General Epcerton. In round numbers, a billion dollars. 

The Cuarrman. A billion dollars unauthorized at the moment ? 

General Epagerton. That is right. 

The Cuairman. Weare going to give you $500 million. That would 
be $1.5 billion. Then your collections and receipts 

General Epgerton. Between $400 million and $500 ipbelaad. 

The Cuamman. You could, if you wanted to, in the first year after 
this bill became law loan nearly $2 billion ? 

General Encertron. That is right. I think it is desirable to have a 
good margin, because while the bank has never established a reserve 
that it felt it should keep, I am satisfied that it is desirable that ordi- 
nary loans should not use up the entire lending authority but that 
there should be some substantial figure to meet the extr: aordin: ary ¢ ir 
cumstances that you encounter from time to time. 

My own idea is that somewhere between $300 million and $500 
million would constitute a desirable type of reserve to be maintained 
in normal circumstances. 

So that this additional $500 million, if it is authorized, would give 
us about $1 billion, and a little more that we have now, as a good 
workable fund that we would feel no hesitancy in committing. 

Senator Busn. General, have you been forced to turn down appli- 

cations that you think are worthy ones because of the limitations of 
funds? 

General Epcerron. Not in my time; no, sir. 

Senator Busn. In other words, you have been able to maintain this 
cushion, so to speak, and still make all the loans that you felt were 
worthy loans? 

General Encerron. That were of exceptional merit. The bank gen- 
erally takes the view that loans should be very good, that they should 
have some advantages besides the mere prospect. of repayment. 

Senator Busn. If you had this additional authority, would it be 
your intention to change the policy of the bank with respect to meri- 
torious loans, loosen it up or not? I mean, would you be more dis- 
posed to make softer loans because you had more money available, or 
would you keep the high standard that the bank has apparently set? 

General Enerrron. I think we would maintain the same standards 
that we have in the past, except possibly for emergency circumstances. 
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The Cuamman,. Let me say, General, it is our intention as a result 
of this legislation—we don’t want you to make soft loans—that you 
will make more good loans. I think we might just as well have that 
understood now. We are going to make a record as we go along on 
the floor of the Senate, in the colloquies, that it is the intention of this 
Congress that you make more loans and be more active than you have 
been in the last 12 months. 

General Epcgerron. I doubt, Senator, that that requires any change 
in the policy of the bank. It would mean a change of conditions. | 
think there will be more loans of high quality offered in the future 
than in the past. 

The Cuamman. I think as a result of this legislation, which every 
one seems to be for, it is the intention of Congress that you make no 
bad loans, make no soft loans, but that the E xport-Import Bank be 
come a very active and aggressive organization to assist not only 
our own exporters but assist friendly countries in building up thei 
production. 

General Eperrron. I think that is a very consistent—— 

The Cuamman. I know of no one who is in any more accord with 
that policy than yourself. You and I have talked about it on many 
occasions. It is the intention of Congress, and the intention of this 
administration, that the Export-Import Bank become a real factor 
in helping export business, export trade, and a real factor in helping 
our friends throughout the world. Not in a soft way, not by making 
bad loans but good common horsesense, good business sense loans. 
Nobody is any more sold on that than you are. TI know that. 

Have you any questions, Senator Bennett ? 

Senator Bennerr. I missed the testimony. 

The Cuatrman. General Edgerton has been our first witness. 

Senator Bennerr. Did he have a statement? 

The Cuarrman. Yes, on the export-import bill. It is not a very 
long statement, but it is right to the point. 

Senator Bennerr. I will read the statement. Then I may be in 
a position to comment on it. 

The CuatrmMan. Do you have any further questions, Senator Bush? 

Senator Busu. No. 

Senator Bennerr. Apparently the general has no objection to the 
administrative organizational setup. 

General Engerron. It is very good. 

The CHatrman. One thing that Senator Bush asked him was why 
didn’t the board of directors have a tenure. Why did they serve at 
the discretion of the President. That is the only negative thing that 
has been brought up here today. 

Senator Bennerr. What was the answer to that? 

The Crarrman. The answer is that General Edgerton thinks it is 
better to have them serve without a specified tenure. 

My question was, can we get good men to come and do that. He 
thinks we can. 

General Epnerrton. I think there is no question about it. To re 
peat, I don’t think that the kind of men you select for service on this 
board would want a fixed tenure that would protect them in office 
against circumstances under which they were no longer useful, such 
as ill health. 


48560—54——_2 
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I believe it is safe to say that the oe wouldn’t exercise his 
authority capriciously to vacate an office because the incumbent had 
views slightly different from the others. It is largely to protect the 
board against the possibility of members who are not fully competent. 

Senator Bennerr. Is there any other Federal agency without a 
fixed tenure / 

The Cuarman. None, to my knowledge. 

General Eperrron. I don’t think of any at the moment. 

Senator Busy. General Edgerton mentioned the Cabinet. 

The CuarrmMan. From a practical standpoint, if the President 
picked them and the Senate confirmed them, if he wanted to get rid 
of a director, all he would have to do would be to ask for his resigna- 
tion. It doesn’t make too much difference. Under the old bill the 
Export-Import Bank directors had a 5-year tenure. 

General Encrerron. A partial answer to the question is that there 
is no other board or agency of the Government quite like the Export- 
Import Bank. 

The CuarrMan. You see, 1 of these 5 directors will be the president 
and the other will be the vice president. They are to be really work- 


ing directors. They are going to be full time. They are not sitting 
directors. They are going to sit and work both. They have duties 


beyond the point that we ordinarily think of directors having. They 
will be full-time employees. 

But as I was saying before you came in, it is the intention of this 
legislation to strengthen and expand the Export-Import Bank, to 
expand its activities and its loans and not to detract. We don’t want 
them to make any soft loans or bad loans but we do want them to be 
very active in helping the exporters of the United States. 

Senator Busu. I would like to observe, Senator, and I am sure the 
general knows it better than any of us, that the big problem we have 
is the stimulation of more imports into this country. We would have 
an export surplus, if it weren’t for military items, of several billion 
dollars a year, $4 or $414 billion, perhaps. 

I would hope—I don’t know how to suggest you proc eed because it 
is the most difficult problem of all—if activity is to be increased 
under this new bill that you find some magic way of making loans to 
stimulate imports into this country of things we need and can use to 
improve ourselves in any way. That in itself will go a long way to 
help the export problem. 

I think the problem of stimulating exports without doing anything 
to increase imports may only aggravate a situation which is already 
one of our greatest difficulties economically. 

General Eneerton. The Bank has made, and no doubt will make in 
the future, loans to stimulate imports. 

The problem with imports is that if a man has something that he 
can sell in the United States for a dollar, he has very little trouble 
getting it financed through private sources. So the Bank isn’t needed 
for that. It is only when he has to have some capital investment in 
order to produce the import than the Bank can be really useful to him. 

Senator Busu. Looking a long way ahead, one visu: alizes the pos- 
sible need of finding other sources of tin in the world, maybe crude 
rubber. Of course, that wouldn’t perhaps increase our imports if we 
found ultimate places, but we might have to find some place to sup- 
plement our supplies other than southeast Asia. 
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I would hope that the Bank might be looking for ways to—that is 
long-range thinking—meet that problem, to encourage perhaps Amer- 
ican interests in going abroad to find ways to meet that problem. 

General Epcerron. I am sure the Bank would be disposed to do 
what it can in that field. 

Of course, actually, a good deal of what you refer to has to do 
with exploration and promotion, which are fields ia which the bank 

cannot engage in very extensive financing. 

The CHarman. We are anxious to have the Bank participate in 
this respect. Take the Latin American countries. We are anxious 
to have the Bank loan money on long terms for capital goods, so that 
those countries in turn can manufacture and produce their own items, 
thereby giving employment to their own people and pull the mselves 
up by their own bootstraps. When they do that, they will buy more 
goods from the United States. Our biggest export markets at the 
moment are those which are most highly industrialized. 

What we want to do is help these backward countries—I don't 
know why they call them backward countries; they ought to call them 
forward countries because they have everything to look forward to. 
They can build up. There is a great opportunity and a great future 
ahead of them. Their future is all ahead of them. What we want 
the Export-Import Bank to do is to loan money on longer terms for 
the purpose of building up their industry thereby giving jobs and 
creating more business among themselves within their own country. 
It has to be done, I think, on longer terms. 

That is what we are thinking about when we talk about expanding 
the Export-Import Bank. We want to do it with an American bank. 
We want to have our own bank. We don’t want to rely upon the 
International Bank or any other bank to look after our interests. We 
are capable of doing it ourselves. Some of us are quite concerned 
about the expansion of the Export-Import Bank in the matters we 
have been talking about. 

If there are no further questions, General, we appreciate your com- 
ing here. We stand in recess until 10 o’clock tomorow morning, at 
which time our first witness will be Mr. Burgess of the Treasury 
Department, then Mr. Waugh of the State Department, followed by 
other witnesses. 

[ again want to repeat we are very anxious to get this bill before 
the Senate. 

Before we go I would like to place in the record a letter from the 
Laboratory Furniture Co., Inc., of Mineola, Long Island. It is 
interesting only that it shows what we are trying to do with the 
Export-Import Bank. Here is a concern that has an opportunity 
to sell $200,000 worth of certain kinds of laboratory furniture to the 
National University of Bogoté, Colombia. They can’t finance it 
themselves because they are too small a concern. 

The letter says. 

We have approached the Export-Import Bank on the basis of a guaranty for 
this amount in order that we may approach our local bank for this financing 
Apparently under the present regulations they cannot assist us. 

Have you been turning down that sort of thing ? 

General Epgerton. A good many. I don’t want to pass judg- 


ment—— 
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The Cuatrman. I understand. We are very anxious that the 
Export-Import Bank do what the charts (see part 2, Study of Export- 
Import Bank and World Bank) show you have been doing very suc 
cessfully, but likewise that it indulge in a lot of this thing if it is 
meritorious. 

Iam a little afraid we haven’t been doing enough of that in the past 
few years. I won’t say we haven’t. We are interested in this sort 
of thing. They make a specialized sort of laboratory furniture. 
They are in direct competition with the European countries. They 
make excellent laboratory furniture in Europe. So it is highly com 
petitive. We are anxious to help on that sort of thing. Without 
objection, the letter will be made a part of the record at this point. 

(The material referred to is as follows:) 


LABORATORY FURNITURE Co., INC., 
Mineola, Lona Island, N. Y.. June 7, 1954 
Hon. Homer E. CAPEHART 
Chairman of the Senate Banking Committee, 
Washington, D. C. 

HONORABLE Str: We have read with particular interest the article published 
by the Journal of Commerce of New York on Thursday, May 20, 1954, by Joseph 
R. Slevinon, the subject of extending the Export-Import Bank loan activities to 
lend a hand to manufacturer-exporters with problems of export financing. We 
direct this commentary to you because we have a problem. The probiem con 
sists of the following: 

We have an opportunity to manufacture for the National University of Bogota, 
Colombia, the steel laboratory furniture required for their medical-school build 
ing Although the university has funds to proceed with this program, payment 
cannot be made by them in a lump sum and have requested assistance over a 
period of 3 years from us. It is our understanding that European firms have 
been very generous with their credit terms, and we stand to lose this opportunity 
unless we can view this request favorably. 

The amount involved is not large. It is in the neighborhood of $200,000. 
Nevertheless, we, as manufacturers, are not in a position to undertake this 
obligation. 

Senator Capehart, we have approached the Export-Import Bank on the basis 
of a guaranty for this amount in order that we may approach our local bank 
for this financing. Apparently under the present regulations they cannot assist 
us. May we respectfully ask for your suggestions. 

Cordially, 
CHARLES J. DUPERLY, Export Manager. 


The CHatrmMan. Thank you, General, and thank the rest of you for 
appearing this morning. We stand in recess until 10 o’clock tomor- 
row morning, at which time we will hear from the Treasury Depart- 
ment, State Department, and other witnesses. 

(Whereupon, at 12 noon, the committee recessed to reconvene at 
10 a. m., Tuesday, June 15, 1954.) 
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TUESDAY, JUNE 15, 1954 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to call, at 10:05 a. m., in room 301, 
Senate Office Building, Senator Homer FE. Capehart (chairman) 
presiding 

Present: Senators Capehart, Bush, Beall, Maybank, and Lehman. 

The CHarrman. The committee will please come to order. The 
first witness this morning on S. 3589, the Export-Import Bank bill, is 
Mr. Burgess, deputy to the Secretary of the Treasury. Suppose you 
proce ed in your own way, Mr. Burgess. 


STATEMENT OF W. RANDOLPH BURGESS, DEPUTY TO THE 
SECRETARY OF THE TREASURY 


Mr. Burerss. Mr. Chairman and gentlemen, on behalf of the See- 
retary of the Treasury, 1 am glad to appear before this committee in 
= port of Senate bill 3589, which has been introduced by Senators 

Capehart and Maybank, jointly. 

Let me first express our appreciation for the great amount of time 
and thought that Senator Capehart and other members of the com- 
inittee have given to this whole question of Government-lending pol- 
icy. The trip which the chairman and some of his associates “made 
through South America was an evidence to the Latin American coun- 
tries of the great interest the people of this country take in their 
welfare. This visit and ensuing studies have helped our international 
relations and our thinking on these questions. 

The passage by the Congress of this bill will constitute public notice 
that the Export-Import Bank is prepared to carry forward actively 
and vigorously its purposes of facilitating trade both in this hemi- 
sphere and other world areas. 

One provision of the law increases the lending power of the bank by 
$500 million to $5 billion. While the bank now has considerable 
unused lending power, something over $1 billion, this addition to its 
potential resources enables it to plan its future operations with greater 
confidence. 

In practice, the real limitation on lending by this institution is not 
in its legal authority. The limitations are rather in the quality of the 
loans, to make sure that they are in the interests of both the American 
exporter or importer and the foreign borrower. Since the war, for 
example, many of the countries of Latin America have been swept by 
a wave of inflation which has created great economic uncertainties, 
and, in some countries, political conditions have been unstable. 
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The statutes of the bank provide that its loans must offer reasonable 
assurance of repayment, and there has been no suggestion for a change 
in this provision. There is no lasting advantage in making dubious 
loans. The success of the bank will also be measured by the extent to 
which its operations encourage and pave the way for private financing. 

It is our present hope that the sound fiscal and monet: iry policies 
which a number of countries in Latin America and elsewhere are en- 
deavoring to follow will provide the basis for additional lending by 
the Export-Import Bank, and by private business and banks, to finance 
further economic progress and stimulate growing trade to our mutual 
advantage. 

Another section of the bill proy ides for a working Board of Direc- 
tors of five members, who will give all their time to the work of the 
bank. This is a change from the reorganization plan of a year ago, 
which put the bank under a single administrator, following a pattern 
of reorganization which was applied to a number of Government 
agencies with the aim of simplifying their operations. 

A year’s experience with operations under this plan has provided 
evidence of the desirability in the case of this bank of having a small 
working Board of fulltime Directors, while retaining administrative 
authority in the chief executive officer of the bank. This is not a 
return to the organization prior to last year but, in some measure, 
lies between that plan and the operation under a single administrator. 

The making of loans in foreign countries which will offer reasonable 
assurance of repayment, and which will further the purpose of in- 
creasing foreign trade, involves exacting and difficult decisions. It 
involves travel and intimate acquaintance with the operations and the 
people financed. It is desirable that the head of the bank should share 
this responsibility with a working Board of Directors. We also be- 
lieve the morale of the bank will be higher, and service in it will be 
more attractive. 

As President i‘isenhower pointed out in his announcement last 
Thursday, the coordination of the lending policies of the Export-Im- 
port Bank and those of other Government foreign lending agencies 
will continue to be the responsibility of the National Advisory Coun 
cil, composed of Cabinet members and others who have responsibility 
in this field. Under this bill, the President of the Export-Import 
Bank is restored to membership on this council. 

The bill before you has had the careful consideration of executive 
departments and, in behalf of the Treasury, I recommend its passage. 

The CHarrman. Thank you, Mr. Burgess. That is a very fine 
statement. Are there any questions, Senator Maybank? 

Senator Maypank. I just want to say I appreciate Mr. Burgess’ 
statement. I think he knows how I feel about it. I will do every- 
thing I can. 

The Cuarrman. I will give Senator Bush a chance to read the state- 
ment. Senator Lehman ? 

Senator Leuman. No questions. Mr. Chairman. T am very much 
interested in this. 

The oe ATRMAN. I don’t think you leave much for questions. You 
endorse the bill 100 percent. 

Mr. Burecess. That is right. 

Senator Maysank. I would like the record to show that the reason 
[ was absent yesterday was because we had an all-day meeting of the 
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Independent Offices conferees. We have another one today. There 
are many things in that bill that concern the Committee on Banking 
and Currency, in addition to such items as the Veterans’ Administra- 
tion, TVA, Atomic Energy, and others. Because the support for this 
bill is so great, I feel it is my duty to devote my time, right now, to this 
appropriation bill. 

The Cuarrman. I don’t believe I have any questions. I want to say 
now it looks like we are going to have no witnesses opposed to this 
legislation; at least, we have not heard of any yet. 

Under those circumstances, it is our intention at the moment to go 
into executive session on Friday morning to report this bill favorably 
to the floor of the Senate. When we have accomplished that on Friday 
morning in executive session we want to make a report to the full com- 
mittee on what we have been able to accomplish so far on our FHA 
investigation, and also give the full committee our program and tell 
them some of the things that we have already uncovered. A week from 
next Monday we want to start hearings on our FHA investigation. 

I just wi anted the record to show that on Friday morning at 10 
o’clock we will meet to report the bill favorably to the floor of the 
Senate. After which we will in executive session get into the FHA 
investigation and try to bring each member of this committee up to 
date as to what we have done up to this time and what our program 
will be for the next 30 days. 

I think if there are no questions, we thank you very much, Mr. 
Burgess. 

Mr. Waugh, Assistant Secretary of State for Economic Affairs, is 
our next witness. You have a prepared statement, I believe. Why 
don’t you proceed in your own way. 


STATEMENT OF SAMUEL C. WAUGH, ASSISTANT SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Mr. Waven. Thank you, Mr. Chairman and gentlemen, for the 
privilege of appearing before your committee as it begins its consid- 
eration of Senate bill 3589. The Department of State heartily sup- 
ports this bill to reorganize the Export-Import Bank so that it might 
better accomplish its mission. Furthermore, we have followed closely 
the trip of this committee to Latin America and the extensive hearings 
held by the committee concerning the functions and policies of the 
bank. We have been convinced at all times that such a review of the 
bank would produce constructive results. In this conviction, we have 
not been disappointed. 

S. 3589, if enacted, should reinvigorate the bank by enabling it better 
to serve our domestic business interests operating in foreign trade 
and, broadly speaking, our foreign policy. The President's Com- 
mission on Foreign Economic Policy stated “the Export-Import Bank 
is essentially an instrument of United States foreign policy.” We 
subscribe to the Commission’s conclusion. The meaning of foreign 
policy in this context is broad. It encompasses not only our business 
and political relations with other countries but also the pursuit of 
national objectives abroad. For example, the condition and state of 
our foreign trade is of vital concern to our foreign policy. The de- 
velopment of strategic material resources is a matter of continuing 
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concern to our security and welfare. The promotion of private Amer- 
ican investment abroad is rightfully regarded a major factor in our 
policies. The development of the economies of friendly nations can- 
not fail to have beneficial effects upon our future economic and 
political relations. The Export-Import Bank can and should be of 
real significance in the achievement of these ends. 

The fact that the bank has in the past and can in the future make 
this type of contribution to our foreign policy is all the more remark- 
able when one considers that it has, to the best of its ability, remained 
true to the basic concept of its charter—that its loans should have a 
reasonable assurance of repayment and the purposes of the loans 
would serve the essential objectives of the bank. The Department of 
State is thoroughly convinced of the wisdom of these tenets. The 
Department does not believe that loans which violate these precepts 
will serve our long-run interests and might even bring discredit upon 
other useful activities of this permanent financial institution oper- 
ating in the foreign field. Experience has shown that loans soundly 
conceived do not bring foreign policy problems in the wake of the 
immediate benefits incident to their extension. 

The bank has established itself in the conduct of our foreign affairs 
and in the promotion of our trade. Its reputation is excellent 
throughout the country and the free world. The favorable reception 
accorded Secretary Dulles’ statement concerning the bank at the 
recent inter-American meeting at Caracas is a matter of record. 

Senator Mayrank. You sav the Kx port-Import Bank is in good 
standing throughout the world ? 

Mr. Wavueu. That is our observation. 

Senator Mayrank. Particularly among free nations ? 

Mr. Wavuen. Yes, sir. 

Senator Maypank. Off the record. 

(Discussion off the record.) 

senator Maynank. It is my judgment based on my* observations 
that the free nations would prefer to deal with the Export-Import 
Bank. Because of the makeup of the World Bank Board of Directors 
and its membership their transactions are known to not only the 
friendly nations but to the opposing nations also, is that right? 

Mr. Waveu. We have found that true in some instances; yes, sir. 

The Crarmman. It is a very good point. I think one reason for 
that is that the E xport-Import Bank is an American institution. The 
International Bank is an international bank. It has fifty-odd nations 
comprising it whereas the Export-Import Bank is owned by the United 
States Government, an American United States institution. They 
therefore prefer to do business with it in many instances over the In- 
ternational Bank. We learned that on our trip to Latin Amerie: 

Mr. Waven. We learned it at the Caracas meeting. 

Senator Mayrank. I have found it to be a fact over a period of 
vears. It was true in the case of the Spanish loan a few years ago. 

Mr. Waver. One need not engage in any prophecies about the 
effect. which the passage of this bill will have upon our hemispheric 
relations. All we would like to emphasize is that, in our opinion, an 
active Export-Import Bank will be of great value to ourselves and 
our friends. Substantial repayments are now being received and 
testimony which this committee has heard clearly demonstrates that 
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the bank has become an important factor in our foreign trade and 
economic relations. 

The bank’s importance and, therefore, its contribution to the success 
of our foreign policy objectives can best be served by taking the neces 
sary legislative steps to insure a smoothly functioning bank, responsive 
to the demands of our time. 

Now, may | address myself to some of the changes suggested in 
the organization of the Export-Import Bank and explain why we 
feel that these will contribute to making the bank a more effective 
institution. First, it must be recognized that the bank of necessity 
operates in a hazardous field. Many factors besides those normally 
found in commercial or investment banking must be considered and 
weighed before loans are made. ‘Therefore, we look with favor upon 
the creation of a fulltime board of directors. A board, composed 
of men of diverse experience and intimately familiar with the bank’s 
operations, should bring valuable and independent judgment to bear 
upon the bank’s lending activities throughout the free world. While 
organizational arrangements alone cannot assure results of a pre 
dictable character, we are of the opinion this feature of S. 3589 makes 
a major contribution to the ends which we all seek. 

The bill also creates an Advisory Board to the bank. Just as your 
committee has demonstrated the benefits of consulting with informed 
people outside the Government, we believe that an Advisory Board 
will bring to the bank advice and guidance of great value. At the 
same time, an opportunity is afforded the bank to tell its story in 
an orderly and regular fashion to influential and interested persons 
outside of the Government. Indeed, your hearings have illustrated 
the desirability of the bank and its operations becoming better known. 

The return of the president of the bank to membership on the 
National Advisory Council on International Monetary and Financial 
Problems is appropriate recognition of the role which the bank plays 
in our foreign financial affairs. This arrangement should be mutually 
beneficial to both the bank and the Council. 

Finally, the expansion of the lending power of the bank will give 
the institution a satisfactory margin of uncommitted resources to per 
mit a period of active and useful operation. And it should, in a 
measure, counteract the impression which unfortunately prevails at 
home and abroad that the bank’s activity has been curtailed. 

In conclusion, may I reiterate that the Secretary of State, as well 
as the several assistant secretaries in charge of the various geographic 
areas, is in wholehearted accord with the provisions of S. 3589 and 
looks forward to the invigorating effects th: at passage of this legis- 
lation will have upon the bank’s operations. It is our studied opinion 
that our foreign trade and foreign policy objectives will be well served 
by the passage of this bill. Thank you. 

The Cnatrman. Are there any questions, Senator Bush? 

Senator Busu. No, sir. 

The Cuatrrman. Senator Lehman? 

Senator Lenman. I just want to ask one question. I want to say 
I have no very definite views on the subject. I am merely asking 
for information. This bill contains a provision that the term of the 
directors shall be at the pleasure of the President of the United States. 
I wonder why you think that is preferable to having them appointed 
for fixed terms? 
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Mr. Waven. I believe, Senator Lehman, that was discussed at quite 
some length by the managing director of the bank in his testimony 
yesterday. He brought out the fact, as I read it rather hurriedly this 
morning, that he felt the matter of health was a factor, the matter 
of adaptability was a factor, and that he felt it was better to leave the 
matter of term to the discretion of the President. 

Senator Lenman. I wasn’t able to be here yesterday. I shall read 
the testimony. 

Mr. Waven. I am largely repeating the comment that General 
Edgerton made yesterday, with which we concur. 

The Crairman. We appreciate very much your fine statement. 

Senator Lenman. May I ask Mr. Burgess, if you concur in the 
suggestion of having these appointments run at the pleasure of the 
President rather than fixed terms? 

Mr. Bureess. Yes, sir. 

Senator Lenman. What about the Federal Reserve Board mem- 
hers? Howarethey? Are they on fixed terms? 

Mr. Burerss. They are 14-year terms. This is essentially more of 
an administrative board to carry out a policy whereas the Federal 
Reserve is more a matter of determining broad policies. So, it is more 
appropriate on an administrative board to make sure you have no hold 
over them. It isa bipartisan board. So you are sure of representation 
from both points of view. 

The Cuarrman. Thank you very much, Mr. Waugh. 

Our next witness will be Mr. Anderson, Assistant Secretary of 
Commerce for International Affairs. Mr. Anderson is not here. 

Our next witness will be Robert B. Craig, vice president, Fairbanks- 
Morse, Inc. Mr. Craig, do you have a statement ? 


STATEMENT OF ROBERT B. CRAIG, VICE PRESIDENT, 
FAIRBANKS-MORSE, INC. 


Mr. Crate. I do not, Mr. Chairman. 

The CHarrman. Then you proceed in your own way. 

Mr. Craic. I have a very few remarks to which I would like to 
address myself. 

The Cuarrman. You may proceed in your own way, Mr. Craig. 

Mr. Craie. First of all, Senator, on behalf of my own company and 
the group of companies that have been interested in this bill, I would 
like to express our appreciation for the way in which you have con- 
ducted the investigation which has resulted in this bill. 

I would also like to express our deep appreciation to you and to the 
staff for the study on Latin American countries which has proven of 
great value to all of us. I am happy to note that the committee has 
reprinted 5,000 copies. That may not even be enough. 

Senator, we have no suggestions to offer on this bill. We hope it 
will be passed in the form that it is now presented. We have a few 
estions which we would like to put into the record which may 
serve as a basis for the future policy of the bank, because as we 
all know frequently the expression of the committee in its hearings 
and the debate on the Senate floor influence the administrative policy 
when the proposed bill is enacted into law. 

I don’t think any of us need dwell on the fact that American 
business at the present time is severely handicapped, particularly 
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in its Latin American markets, in which our company is very par- 
ticularly interested. 

It is the hope that in the exercise of these new functions proposed 
by this bill that the bank will not only act wisely but act affirma- 
tively. One of the difficulties frequently in legislation of this kind 
is that it results in a good bill and then it is stultified adminis- 
tratively by a negative attitude. We would like to feel sure that 
the record shows that it is the —— of this committee and the 
purpose of the Senate that there be affirmative action in the exercise 
of the functions of the bank rather than a negative attitude. 

The Cuamman. There can be no question but that is the intention 
of the authors of the bill. There can be no question but that is the 
intention of this committee. I am certain when the debate is finished 
on the floor of the Senate there will be no question but it is the 
intention of the Senate. 

If it does not work out like that, we are going to take a good look 
at it in the early part of next year. 

Mr. Craig. Those are very happy words, Mr. Chairman. I hope 
and I am sure the committee will continue its interest in the opera 
tion of the bank. I would like to suggest for the consideration of 
the future operation of the bank that we think a little bit more 
about Western Hemisphere solidarity and the effectuation of a 
north-south axis, an economic axis with our Latin American countries. 

This is only building on the report which you so ably made. You 
found, I know, and have SO reported, that their economies are com- 
plementary and supplementary to ours, and therefore to develop them 
f is necessary that we partic ularly in this country make available to 
them our techniques and « capital equipment. 

It is basic and historie in any country that long-term credit is 
necessary for capital investment. Never in the development of this 
country did we have anything like short-term credit for capital 
industry. It was always long term at favorable interest rates. It 
is true that frequently there have been losses, but the results have 
far offset the losses. 

| suggested to your general counsel in the early days of this 
investigation that we try to do with a dollar in the export field 
what we do with fish and migratory birds, and so on. In other words, 
we note when it enters the economic stream at a basic level and see 
how frequently it turns over until it is returned to the Treasury of 
the United States worn out or for whatever purpose it gets back 
there. 

Unfortunately, it looked to be a task of same formidable propor- 
tions, but I think that the economists are relatively right that the 
dollar spent at production level is felt to return 10 times its ex- 
penditure at that level in the economy before it passes out of the eco- 
nomic life stream. If that is true, the $5 billion which this bill pro- 
poses can well result in $50 billion worth of business to American 
industry. It follows that the question of its helping us and its re- 
turns from employment and taxes, and so on, would far outweigh 
the expenditure. 

Therefore, if there would be a loan which through the accidents of 
fate was not able to be met in its repayment, the loss would not be so 
great because in the American economic stream that would have been 
returned many times over the amount of that loan. Therefore, we 
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come to the question of the administration of the bill again by this 
board of directors. To me, and I think to most of American business, 
they should be banking entrepreneurs. I would like to use the words 
“banking promoters,” but because of a fear of getting a contradiction 
in terms I don’t know if there is a banker who is a promoter, but I 
would like to think there might be. 

Therefore, we come back to what I stated first, we need a positive 
attitude of the bank. We need men there who will say to American 
business, “Here is the oportunity. Here is the way we will help yau. 
These are the loans you should make. These are ‘the loans that this 
economy needs. These are the loans that this economy not only can 
stand but the future growth of its population will require. 

Then I am sure we American manufacturers will see that the ma 
chinery is there to bring about a totally different condition than that 
which at present seems to have some rise in Latin America, and that 
is the feeling that they are somewhat of a dispossessed people. 

In conclusion, I would simply like to call to the attention of the 
committee this statment. I am sure they have seen it. I call it to 
your attention only that the record may be set straight. It isa column 
from the New York Times of June 11, by one of its reporters, a Mr. 
Charles Egan, in which he reports on this bill. He makes several 
statements there which I hope will not prove true in fact. I would 
like to read just briefly. He said 

Mr. George Humphrey, Secretary of the Treasury, has succeeded in keeping 
from the agency the long-term loan function that its backers have long contended 
it should have. 

I hope that is a misquote or rather some reporting which will now 
be corrected, because this story when it went out to the papers of the 
country, and it was carried by many of them asa release from the New 
York Times, has caused a great deal of embarrassment to the friends 
of this committee. They felt maybe all the work that has been put 
in might be nullified. I am sure by the statement of the representa 
tive of the Treasury this morning that that is not true. A statement 
to that effect in the Times would certainly have a good effect. 

The Carman. Let me say I am certain that it is untrue, because 
it is the intention of the authors of this bill in this committee, and 
I am sure that the colloquy and the debate will show on tle floor of 
the Senate that it is the intention of every Senator, and i am certain 
it is the intention of the Secretary of the Treasury and the Secretary 

cf State, everybody interested in this subject, that the Export- Import 
Bank become a real strong, aggressive institution. 

I will say, in respect to this article that you referred to, which I, 
too, read, and your statement: We are not going to permit anyone to 
stand im the way of this bank doing a real service not only for the 
exporters of the United States but likewise a real service toward 
building up the internal economy of our friends, particularly in the 
backward countries. 

Mr. Crara. That concludes my statement, Mr. Chairman. 

The CHarrMan. I again want to repeat that we are not going to 
permit any one individual or group of individuals to interfere with 
it. That does not mean that we will ever advocate any soft loans 
or any bad loans or ever advocate anything that is not good busi- 
ness. We are not going to do that. But by ‘virtue of the same thing 
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we are not going to permit any sabotaging or shunting aside of the 
Export- Import Bank. We are just not going to do it. We are not 
going to do it as long as I am connected ‘with. this committee. 

Senator Bus. Has your company done considerable business in 
Latin America? 

Mr. Craic. We have about 200 offices in Latin America and carry 
about 50 men there all the time. 

Senator Busn. In practically all the countries? 

Mr. Craia. Yes, sir. 

Senator Busu. Have you had much experience directly with 
attempting to arrange loans by the Export-Import Bank? 

Mr. Craic. We have, sir. 

Senator Busn. How would you characterize those loans as to the 
length of term which they have been willing to lend money on? 

Mr. Crate. Well, most of the requests have been for 5-year terms. 
Even that within the last several years has caused them to feel that 
they were loaning for quite long term. 

Senator Busn. On what type of equipment would that be? 

Mr. Crate. This is principally on what we call capital equipment, 
generating machinery, electrical generating machinery, diesel engines, 
diesel locomotives, sewer age pumps, W ater pumps for cities in Latin 
America, heavy equipment. 

Senator Busn. Is that type of equipment sold in this country on 
longer terms than that? 

Mr. Craig. Well, the railroads of this country have borrowed what? 
I have forgotten how many millions of dollars, and every locomotive 
is carried for 25 or 30 years to be paid out of earnings. The bonds 
of the public-utility companies allow them to pay for their generat- 
ing equipment over many years. This type of equipment is always 
bought on long-term credit, Senator; yes, sir. 

Senator Busu. That was my impression. Has the Export-Import 
Bank up to now in your observation been unwilling to lend for a 
longer period than 5 years? 

Mr. Craig. I do not know any loans recently that they have made for 
a longer period. 

Senator Busu. What is your conception of what the policy should 
be with respect to the length of term? 

Mr. Craia. I think, with A-1 credit and where the loan is for self- 
liquidating machinery, a period of 20 years would be reasonable. 

Senator Bus. Do the foreign countries competing with us down 
there take 20-year payment? 

Mr. Craic. That I can’t answer positively. Some of them do. 
Some of them offer terms up to 5 years and then the opportunity of 
renewing the note or the loan agreement for any period extending 
beyond that. The other thing they do, which we cannot do and I would 
not even recommend, is that. they are going down there and reviving 
the old barter type of commerce. I would like to say, Senator, that 
American business doesn’t ask for any special favors. We can go 
down there and compete with them qualitatively and on a service 
basis without any difficulty, even though they always have a price 
differential of 30 to 40 percent, provided we can give some reasonable 
credit terms. 
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But up until now, or even now, what I consider reasonable credit 
terms have not been available. The difficulty has been with the Amer- 
ican banks themselves. They are interested in this business, but they 
are prohibited from making loans over the period needed. The Ex- 
port-Import Bank has not policywise felt it desirable to go into the 
so-called deve -lopme nt projects. This is what we are talking about, 
I think, primarily, the need for development loans of the character 
which would permit these people to buy basic capiti al equipment and 
repay it out of earnings. The earnings will come. They always have. 

The CuarrMan. If you want to win the cold war, you are going 
to win it economically; if you are going to win it economically, you 
will win it on long terms and sale of capital goods, which will build 
up the productive capacity and give jobs to the people in these so- 

called backward countries, thereby increasing our own export business 
in the United States just as certain as we are sitting here today. 

Mr. Craig. And with American automobiles in Latin America there 
will be no Communists. 

The CuarrmMan. We have to learn to sell in international trade, and 
our Latin American friends and other countries have to learn to sell 
on longer terms in their own country, if you are going to compete with 
the so-called ideology of communism which is a state of government 
where the government owns everything and the people own nothing, 
as opposed to a wider distribution of ownership. 

Senator Busu. Are you in charge of the foreign business of Fair- 
banks- Morse ? 

Mr. Crate. I am in charge of whatever the president decides I am 
to do. 

Senator Busu. That is not your special assignment ? 

Mr. Craig. That is right, sir. 

Senator Busn. You are general vice president? 

Mr. Crate. That is right, sir. 

The Cuatrman. Thank you, Mr. Craig. We appreciate your testi- 
mony very much. 

Our next witness will be Allen Walker, Washington industrial re- 
search consultant. Do you have a prepared statement, Mr, Walker? 


STATEMENT OF ALLEN WALKER, DIRECTOR OF THE INTERNA- 
TIONAL DIVISION, WASHINGTON INDUSTRIAL RESEARCH CON- 
SULTANTS, INC., AND CHAIRMAN, AMERICAN MANUFACTURERS 
FOREIGN EXCHANGE COMMITTEE 


Mr. Waker. Yes, sir. 

The CHatrman. Do you prefer to réad it or place it in the record 
and then talk extemporaneously from it? 

Mr. Wacker. I'think I would like to quote from it as I go along. 

The CuHatrmMan. Without objection, the entire statement will be 
made a part of the record as well as each and every remark that you 
make. 

Mr. Waker. Yes, sir. 

The CHarrMan. YOu may proceed in your own way. 

Mr. Warxker. My interests in appearing before your committee are 
threefold. 
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First, I am the director of the international division of a private 
business corporation—Washington Industrial Research Consultants, 
Ine.—which provides financial counsel to United States exporting 
manufacturers whereby they may secure payment in dollars for their 
shipments abroad. 

Second, I am chairman of the American Manufacturers Foreign Ex- 
change Committee—which is made up of manufacturers of productive 
equipment—which, for the past 21 years, has been studying the prob- 
lems of international trade from the United States point of view. 
This committee has particularly addressed its efforts to a solution 
of the problem of currency convertibility, which is the basic road- 
block in the way of United States exporters’ shipments of essential 
equipment to the soft-currency countries. This committee has sought 
an effective financial mechanism, readily available to United States 
exporters of essential equipment and basic commodities, for conver- 
sion and/or foreign credit arrangements. 

Third, I have some 40 years’ experience in international financial 
matters, augmented by worldwide travels and firsthand knowledge 
of past and present conditions abroad, 

Thus, in my comments, I am speaking for my firm, for a United 
States group vitally concerned with international trade, and for my- 
self. I believe my comments will properly reflect the general and 
responsible thinking of United States industry, labor, and agriculture, 
whose leaders we have intensively contacted, 

I am pleased indeed to initiate my comments with a sincere note 
of commendation. The proposed corrective legislation provides a 
workable statutory base. Senator Capehart, Senator Maybank, and 
the members of the Senate Banking and Currency Committee and their 
staff are all to be congratulated on their constructive and diligent 
efforts to get at fundamental facts. They have overcome the usual 
technical complexities—inherent in international financial and trad- 
ing matters—in preparing the new bill. 

Likewise, the splendid endorsement of the President on June 10 is 
evidence of full administration support, and recognition that an 
expanded international trade between this country and the friendly 
areas of the free world can be of immeasurable aid in fighting 
communism. 

Congressional efforts and the Presidential endorsement would fur- 
ther indicate their joint conclusion that this new bill gives substance 
to the concept of “trade, not aid.” The bill permits private enterprise 
and international trade, with a normal profit motive, to substantially 
curtail our huge giveaway program and substitute therefor a loan- 
credit type of approach between businessmen that will continue to 
aid our friends abroad but not drain our Treasury. 

In addition to the favorable effects abroad, this legislation will mate- 
rially strengthen our own domestic economy. It is of equal benefit 
to industry, labor, and agriculture. It provides a greater domestic 
tax base and a continuing industrial and agricultural outlet for essen- 
tial capital goods and farm products. It provides more jobs in in- 
dustry, agriculture, transportation, and so forth. 

This new corrective legislation, liberalizing the operations of the 
United States Export-Import Bank, is a splendid beginning, as it 
points to the destiny of the United States in an expanded international 
trade. 
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I urge its prompt passage. 

In so doing, I recognize that it may not satisfy the perfectionist. It 
loes, however, provide a broad legislative base which will permit a 
competent new Board of Directors of the Export-Import Bank to ad- 
minister this bank as a United States institution and in the United 
States interests. I say “permit” advisedly. Administrative com- 
petence cannot be insured through legislation. 

Herein lies my principal comment and my only suggestion for 
amendment. Substantial competence, knowledge of financing, credits, 
international trade, and the relationships and interests of United 
States industry, labor, and agriculture thereto must be reflected in the 
membership of the new Board of Directors. Considerable care must 
be exercised in the nomination of the persons to constitute this Board. 
The Senate must likewise carefully consider its confirmation of the 
nominees. The Senate must stress competence as the only practical 
insurance in obtaining effective administration. 

Since the type of experience I have indicated will certainly be hard 
to find, I would suggest that the spread of knowledge and experience 
indicated will be even more difficult to find in just five persons. Thus, 
I would suggest a simple amendment calling for a seven-man Board of 
Directors. 

Right here it is imperative that I stress that my comments, which 
reflect the opinions of exporting manufacturers we have canvassed 
extensively, are not directed to present personalities within the Export- 
Import Bank. It is the restricted policy under which the bank has 
operated that industry has objected to. This should be corrected 
under the new legislation. 

In almost daily contact with executive personnel of the Export- 
Import Bank, we have had extended to our firm, and to our clients, 
an unfailing courtesy and attentive consideration. I am sure that if 
the present executives had their way, they would prefer to enhance 
their institution’s long record of success by an expanded operation, 
still within the framework of sound intern: itional practices. 

Gentlemen, thus far I have given you my views and my conclusions 
in broad outline. In recognition of the splendid factual analysis 
submitted by the staff of the Senate Banking and Currency Com- 
mittee, under the able direction of Maj. Henry Holthusen, and, in 
view of the impression favorable support for this legislation, I do not 
consider that I should take the time to develop, in detail, all the many 
considerations we have been exploring during the past 2 years, be- 
cause I think I can say, Mr. Chairman, it would be possible to write 
an entire book on any one of several different phases of this whole 
broad subject. 

I do feel, however, that it is desirable that I touch upon certain 
significant points which lie behind my conclusions. I shall present 
these points in summary form and will be happy to expand on any 
or all of them should it prove helpful in these hearings. I would 
emphasize that these points reflect a United States point of view, with 
some considerable understanding of United States objectives abroad 
and the complementary and competitive interests of friendly foreign 
nations. 
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THE INTERNATIONAL SITUATION 


Communism cannot survive in the presence of full stomachs and 
within nations that have a sound economy. Most friendly areas of 
the world today require capital goods and essential commodities that 
will permit them to improve their productivity and stabilize their 
economies. 

Despite foreign competition—particularly as concerns prices and 
term financing—the re is a strong demand in all friendly areas of the 
world for basic United States machinery, equipment, and commodities. 
{f you were to canvass, as we have, sir, the multiplicity of medium- 
sized manufacturers all through this country who produce produc- 
tive equipment, their pigeonholes are full of unfilled orders which 
they have been unable and are unable to fill for one reason only, and 
that is the facilities for financing their export credit. 

From the point of view of the United States manufacturing ex- 
porter of capital goods, this situation presents two somewhat ironical 
factors. 

First, our exporters know that this foreign demand can be satisfied 
by importers overseas who have the money or the credit—in their 
own currencies—to pay for such imports. The catch is that no easy 
means has existed whereby these importers may convert their money or 
their credit into dollars, without which the American exporter cannot 
consummate the sale. 

Second, our exporters are fully aware of the enormous sums of 
money being used abroad to provide military assistance, for rehabili- 
tation and for the stabilization of the economy of friendly areas 
throughout the world, all as a means of stopping communism. While 
appreciating the reasoning behind these tremendous expenditures, 
our exporters recognize that United States governmental aid abroad 
must eventually be curtailed. They feel very strongly that private 
enterprise and international trade—with a normal profit motive— 
could go a long way to replace governmental aid, and still satisfy 
basic United States objectives. Cone urrently, they are seeing their 
export markets diminish at an alarming rate. They note with vary- 
ing degrees of alarm, envy, and frustration the subsidies, insurance, 
convertibility, and credit facilities being provided their foreign com- 
vetitors by their home governments, the same ones being aided by the 
United States, partly supported by their tax contributions. 

I would like to give you a very quick, brief example of what I mean 
there, sir; which happened this morning before I left my office. An 
American manufacturer of considerable size sought to procure an 
export credit for Chile, the buyer being the Government of Chile. 
That application was turned down. 

The CHatrman. Turned down by whom ? 

Mr. Wacker. By the Export-Import Bank, for reasons which may 
be perfectly good and sufficient based upon their analysis of the pres- 
ent economic situation in Chile, but this was based upon a bid asked for 
by the Chilean Government. 

This manufacturer won the bid, and the terms provided that the 
Chilean Government should pay down out of a total of $665,000 as the 
cost of equipment a quarter of a million dollars and the balance to be 
made in four payments covering 1955 and 1956. 

48560—54——3 
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They came to us for relief. We were able to suggest to them that 
we would allow the Chilean Government to pay in | sterling and then 
convert the sterling. The total overall conversion cost, 3 percent. But 
they said, “What do we do about the payments in 1955 and 1956 which 
we cannot hedge against because nobody can tell what the exchange 
rate is going to be? 

My answer was that at the worst they couldn’t be any worse off 
than they were now if they provided that the Chilean Government 
contract to pay in dollars and/or any other acceptable currency. 

I am just giving you an example of what goes on all the time, day 
after day. We have to resort to this soft currenc y financing as a de- 
vice to enable these people to get paid for the shipments they need to 
make, because although the Chilean Government accepted this bid 
right at the time, the day after the bid was accepted the British agent 
came along for this same equipment and said, “We will give you 5 to 
6 years. Wew ill take only £50,000 down and ¢ onvertibility guaranteed 
with the order.’ 

So, these people are just worrying that the Chilean Government isn’t 
going to live up to its bid because it has not yet paid down the $250,000 
advance payment. 

The CHarman. We have had a lot of such instances and cases. 
While it would be very simple to get into them at the moment, call 
the Export-Import Bank up and ask them just why they turned it 
down. I don’t believe much can be gained by going into it at this 
time. 

We are hoping to get this bill through, enacted into law and get it 
set up. Then we will assure you that we will take many of those 
cases that are turned down and take a good look at them and see why 
they are being turned down. If necessary we will pass sufficient legis- 
lation to see that they are not turned down in the future, if the loans 
are warranted. 

Mr. Warxer. I noticed the other day, Mr. Chairman, that Mr. 
Lynch, chief of the economists of the bank, stated, I think, from 1939 
to 1952 there had been relatively few applications of American manu- 
facturing exporters for credit. I think I can explain why that is. 
Quite a large number of manufacturers, and I know our clients do 
it all the time, come down to the Export-Import Bank and talk to 
the officials that are on the examining desk. They don’t go to General 
Egerton or Mr. Arey or Mr. Stambaugh. They want to get an un- 
official comment to find out where they stand, because they don’t 
want to go on record as having been officially turned down. 

They find out from the subordinate officer, they are informed that 
they don’t think there is much chance of their getting any encourage- 
ment. So they don’t put in an official application. 

I am sure that if Major Holthusen had studied the files of all the 
correspondence he might find a great many hundred records of turn- 
downs but he wouldn’t find more than 10 -percent of the total number 
of applications that are sounded out. 

The Cuarrman. Let me say this: Mr. Lynch didn’t impress me, 
or we who know, when he made that statement, that there was no 
need, that there haven’t been a lot of people who would like to finance 
their export business. He didn’t impress anybody with that state- 
ment. So don’t let it worry you. 
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Mr. Waker. Both of the above factors, that is foreign ability to pay 
in their own currencies, and United States subsidization of foreign 
competition, could be overcome if United States exporters had an 
effective financial mechanism for exchange and/or credit arrange- 
ments. 


THE DOMESTIC SITUATION 


The new legislation is timely in the light of increasing indications 
within the United States that we are already encompassed by a do- 
mestic buyer’s market. 

Mr. Chairman, I suggest, having put this in and it being available 
to you, that I would like to refer to the conclusions that I have made 
in this and get to page 5 where I suggest as a summary that our 
judgment of what this legislation will provide is the independent 
identity of the Export-Import Bank will be reestablished, that 
the lending power of the Export-Import Bank is increased, that the 
Export-Import Bank is again given membership on the National 
Advisory Council. 

I am reading on page 5: Appropriate recognition is apparent con- 
cerning a wide variety of United States interests, domestic and for- 
eign, and those of United States industry, labor, and agriculture. 

Appropriate recognition is apparent concerning the place of a 
United States Export-Import Bank in relation to the multilateral 
World Bank, to which the United States belongs. 

The proposed new 5-man Board of Directors might usefully be 
increased to 7 in order better to insure the spread of competence and 
experience required. 

I just would like to draw your attention, sir, to one positive need 
that we think really does exist, and that is this: I don’t know in our 
daily contact a single official in either the World Bank or the Export- 
Import Bank, nor in any of the departments we contact, who thor- 
oughly understands the problem of the foreign distributor of the 
American manufacturer. Your book, which was such a wonderful 
job, demonstrates what it is to be on the firing line. You above all 
men know what distribution is. Outside of financing and produc- 
tion here, and deliveries, that is what the United States side of the 
problem constitutes. But, on the firing line, the problem of the 
foreign distributor, that is the problem, and unless directors of this 
bank are men who understand that, they are not able to properly 
appraise foreign credits. 

The CnarrMan. I agree with you 100 percent. 

Mr. Warxer. I thank you very much, sir. 

The Cuarrman. Thank you very much for your fine statement. We 
appreciate it. You have been helpful to us from time to time on 
other suggestions and we appreciate it very much. 

Our next witness will be Mr. John Payson, representative for the 
Washington Board of Trade. I believe you have a prepared 
statement? 
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STATEMENT OF JOHN B. PAYSON, REPRESENTING THE 
WASHINGTON BOARD OF TRADE 


Mr. Payson. Yes, I have. 

The Cuarrman. You may proceed to read it or proceed in your own 
way. 

Mr. Payson. I think I would like to read it. My name is John B. 
Payson. I am here today to represent the Washington Board of 
Trade, an organization of approximately 6,000 business, financial, 
and professional leaders of Washington. I ama member of the world 
trade committee of the Washington Board of Trade and have been 
authorized to appear here today and present recommendations respect- 
ing the reorganization of the Export-Import Bank developed by the 
world trade committee and approved by the board of directors. 

On October 15 last, a communication containing specific recom- 
mendations for reorganizing the Export-Import Bank of Washington 
was transmitted to the president by Mr. Harry L. Merrick, president 
of the Washington Board of Trade. That communication represents 
the adopted policy of the board and I would therefore like to read it 
for the record at this time. 


OcroBer 15, 1953. 
The PRESIDENT, 
The White House, Washington, D. C. 

My Dear Mr. PrestIpeENT: The Washington Board of Trade addresses you in 
a matter of utmost importance to the foreign economic policy of the United 
States, namely the current reorganization of the Export-Import Bank of Wash- 
ington. The Washington Board of Trade includes amongst its thousands of 
members representatives of both innumerable small business and of some of 
the foremost industrial and commercial organizations throughout America. 
Views of all types of business concerned with foreign trade have been taken 
into account. The recommendations proposed hereafter are based on a thorough 
study during a period of several weeks by our very competent world trade 
committee. 

The Export-Import Bank of Washington was created by Congress to provide 
such banking and financing facilities for the increase of the trade of United 
States with the world as were unobtainable from private and commercial 
sources. The bank was enjoined to do this and to see that its loans were for 
a specific purpose, were commercially sound, and did not compete with other 
sources of finance. 

The American way of life demands the minimum of state participation in 
commerce; this minimum, the Export-Import Bank has been furnishing in the 
past. Our constant endeavor is both to reduce state participation and to 
increase world trade. The present reorganization has in mind these two 
ultimate aims; and the ensuing recommendations are in line with these basic 
objectives : 

(1) After the National Advisory Council has approved of policy on broad 
principles, the bank should function as much as possible on the lines of large 
commercial banks whose management have broad authority under established 
policies and specified limits. However, the bank should report its actions 
regularly to the National Advisory Council, and continue to make statutory 
reports to the Congress. 

(2) Full encouragement should be given to the bank to function on a more 
expanded scale to assist the export-import trade of the United States. 

(3) To reduce Treasury public debt borrowings the obligations of borrowers, 
now or hereafter held by the Export-Import Bank, should be sold, with the 
bank’s guaranty, to private investors. Since such guaranty is ultimately an 
obligation on the Treasury, the Export-Import Bank should be allowed to build 
up a contingency reserve so that it will be fully self-supporting. It is now reim- 
bursing the Treasury through receipts of interest and principal on past loans, to 
an extent approaching $500 million annually. 
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(4) Instead of the Treasury financing the operation of the bank, means 
should be devised to obtain funds from private sources by selling the bank’s 
obligations directly to commercial banks, insurance companies and other private 
investors. Such financing of the bank’s operations would bring much more into 
play the home banks of small and large manufacturers everywhere. This 
inducement would be of inestimable influence in broadening our world trade 
and would encourage small business to bring forward proposals which they 
have in the past felt were not of sufficient size to justify attention. While 
small business benefits indirectly from projects of larger companies, they should 
be encouraged to have more direct participation in foreign trade. 

There is much potential American overseas business that demands long-term 
financing, but American banking laws and practice militate against such long- 
term foreign operations. In fact much foreign business cannot otherwise be 
generated and therefore fails to materialize. To accept this would be a negation 
of free enterprise and of efforts to rehabilitate a free eeonomy on a worldwide 
basis; to cure it requires assistance or participation by Government. 

Business now finds it almost impossible to get long-term financing for foreign 
trade from private sources in the United States. Our commercial banks almost 
universally decline financing for longer than 180 days. The obstacle is mainly 
insecurity of conditions abroad. Ever since the great depression various re- 
strictions and hindrances in all parts of the world to finance and to the free 
flow of foreign trade have made some form of governmental assistance neces 
sary. Most large trading countries have therefore established state banking 
facilities or have made provisions in their banking structure which virtually 
umount to the same thing. To expand trade it is necessary to give credit terms 
at least equal to those available to foreign competitors 

Our recommendations stem from certain difficulties business finds at present, 
certain others which it is apprehensive of and wishes to forestall. The intention 
is to stress autonomy and sound management for the bank, rather than any form 
of administrative organization. 

The Export-Import Bank has operated economically, efficiently, and profitably 
and has been of great service, not only to the export-import business of this 
country but to our friends throughout the free world. 

The bank has not competed with private capital in the past and has often 
participated with it in foreign operations. Its policies have been designed not 
only to finance United States exports but also to increase productivity and 
hence the purchasing power of the borrower thus making him a better customer 
of the United States. 

These recommendations are offered in a spirit of cooperation and service. 
The Washington Board of Trade holds itself at your service and desires to 
take this opportunity of expressing confidence in the efforts you are making on 
behalf of expanding the national economy and world trade. 

We assume you will want to place copies of this letter in the hands of the 
Secretary of State, the Secretary of the Treasury, the Secretary of Commerce, 
the Director of the Bureau of the Budget and the President of the Export-Import 
Bank, and we are therefore attaching copies which you may wish to use for 
that purpose. 

Very respectfully yours, 
Harry L. MErRIcK 

The CHatrmMan. Do you remember if you sent a copy of that letter 
to this committee or not? 

Mr. Payson. I don’t know. 

Mr. Hotrnvsen,. It was not sent to us. 

The CHaArrMan. I was going to say I don’t remember ever receiving 
it. 

Mr. Payson. I don’t know that, sir. 

The CrnarrMan. I don’t think you did. T don’t think we received it. 

Mr. Payson. The bill S. 3589 under discussion here today, while not 
specifically covering some of the points proposed in our letter to the 
President, seems to clearly provide for a reorganization of the Export- 
Import Bank in a maner which can result in following at least some 
of the policies which have been proposed. It is respectfully suggested 
that the bill be amended at least to include the proposals Nos. (3) 
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and (4) in the letter which I have just read, dated October 15, 1953. 
I don’t think I need to read those proposals again. 

The Carman. What you are recommending here we have given 
a lot of thought to. We are going to give much more thought to it 
in the future. What you are recommending is that we give the Ex- 
port-Import Bank the right to sell bonds, securities, the same as the 
International Bank does to create its own capital ? 

Mr. Payson. Yes. 

The CHarrmMan. We have been giving a lot of thought to that. We r. 
will continue to give it more thought. 

Mr. Payson. May I invite the committee’s attention to an additional 
item which we believe should be adopted as policy governing the 
operations of the Export-Import Bank. No.8 of the conclusions and 
recommendations of the interim report of the Senate Committee on 
Banking and Currency in its study of Latin-American countries, was 
approved by the board of directors of the Washington Board of Trade 
and reads as follows: 


SRR I OR RE RE eT 


We should expand the activities of the Export-Import Bank. However, in most 
instances, its loans should be made to private enterprise rather than directly to 
governments 


epee 


The Washington Board of Trade has specifically endorsed that con- 
clusion and so advised the President under date of April 9, 1954, in a 
letter reading as follows: 


My Dear Mr. PRESIDENT: Since the Washington Board of Trade had the honor 
of addressing you last October 15 regarding the Export-Import Bank of Wash- 
ington, the world trade committee has continued its study of this matter. The 
situation with regard to the matters outlined in our previous letter has not 
bettered and in fact it appears that some foreign trade is being lost because 
of the lack of facility in this country for long-term financing. 

In view of the interim report of the Senate Committee on Banking and Cur- 
rency just issued, the Washington Board of Trade, in a full sense of cooperation, 
wishes to again urge the adoption of the recommendations contained in our 
previous letter. We specifically endorse those conclusions and recommendations 
which refer to the Export-Import Bank’s activities, as contained in the interim 
report of the Senate Committee on Banking and Currency. 

It is the hope of the Washington Board of Trade that you will find it ex- 
pedient to incorporate the recommendations referred to above in the plan of 
action with regard to foreign trade, which it is understood you plan to issue 
yery shortly. 

Very respectfully yours, 
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Harry L. Merrick, President. 
The CHatrman. Thank you very much. Your statement is very . 
helpful. We appreciate it very much. I just want to say that we 
have given a lot of study, and we will continue to give a lot of study 
to this matter of permitting the Export-Import Bank to create its 
own capital through the issuance of debentures or some other form 
of obligation which would sell directly to the banks and to the public, 
just as the International Bank, as you well know, creates its own 
capital through virtue of selling its own debentures and bonds. 
Mr. Payson. Just as a personal observation on my part and which 
has nothing to do with the board of trade, I have had several dis- 
cussions with people looking over the charter of the Export-Import 
Bank to find if it is possible to set up an insurance fund, the insurance 
to take place at the end of maturity, say, in the case of a loan to a 
foreign country or to a private individual in a foreign country, 
rather, if at the date of maturity that obligation was not met the 
Export-Import Bank insurance would cover it, for a fee, just like in 
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any insurance company it would seem they could build up a sizable 
fund. 

The Cuairman. We are giving a lot of thought to that, too, of some 
sort of governmental insurance or the guaranty of loans. We are 
giving a lot of thought to that. We will continue todo so. We have 
felt the first thing we ought to do is to do what this bill proposes, 
Then we will proceed to do other things as fast as we can. We are 
thinking about all of them, have thought about them, and are going to 
continue to do so. Thank you very much. 

Our next witness will be Mr. John C. White, counsel, American 
Cotton Shippers Association. May I ask if Mr. Anderson has arrived 
yet ¢ 

Mr. Hournvusen. He is over at the Appropriations Committee 
testifying. 

The Cuatrman. Do you have a prepared statement ? 


STATEMENT OF JOHN C. WHITE, COUNSEL, AMERICAN COTTON 
SHIPPERS ASSOCIATION 


Mr. Wuirte. No; I do not. 

The Cuarrman. You may proceed in your own way. 

Mr. Wuire. I am counsel for the American Cotton Shippers Asso- 
ciation, which is a national trade organization of cotton merchants 
and exporters. I presume they handle the exportation of about 95 
percent of the cotton that is exported from this country. 

Of course, over the years they have had very intimate relations with 
the Export-Import Bank. Loans approximating $600 million have 
been made to cover cotton, for the exportation of cotton. I think that 
has financed the export of some 3 million bales. Those loans have 
been granted at a time when they were particularly necessary, when 
the cotton surplus was beginning to pile up here and they were effec- 
tive in moving cotton at that time. 

A loan is a very useful instrument we find in the exportation of 
cotton. Weare also proud of the fact that all of those loans have paid 
off. Weare proud of the fact, and we are glad to say that the Export- 
Import Bank has never rejected a loan application to which we were 
willing to lend our full support. They have gone to all sorts of 
trouble in promoting these loans with the foreign governments. They 
have gone to all sorts of trouble in working out details of very peculiar 
plans, such as the American Cotton Supply Co., which put the first 
cotton into Germany after peace. Such as a loan to Japan which 
was very important in moving cotton there; and such as this very re- 
cent war risk insurance bill which this committee passed. 

We inscribe on our roll of honor the mangos of Warren Pierson, 
Wayne Taylor, Hawthorne Arey, Walter Sauer, and the whole staff of 
the bank which has worked actively in these matters. 

Concerning this bill, S. 3589, we are delighted that the congressional 
committees and the administration have reached a mutually satis- 
factory form of bill. We think the advisory committee is helpful. 
We think that the active operating board of directors is very useful. 

I may say that I was particularly pleased to have it so thoroughly 
endorsed by Mr. Burgess, for whose views we have great respect. 
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I might also point out that private banks have found that method of 
operation almost essential in handling sound loans. We like the resto- 
ration of the president of the bank to the NAC. On that particular 
point I would like to say that the National Cotton Council asked me 
to state that they would urge the placement of the Secretary of Agri- 
culture also on that Board or Commission. They feel it is imports unt 
because the financing of agricultural exports looms pretty large in the 
function of the bank, and second, because quite often the loans : granted 
for development purposes may involve the expansion of agricultural 
production abroad, and that also should have the consideration and 
advice of the Secretary of Agriculture. 

While we are very strong for the Export-Import Bank and the loans 
for which this bill will authorize the continuance, we must remind 
the committee that a loan is merely a temporary method of financing 
trade. It cannot be a substitute for convertibility, obviously, it cannot 
be a substitute for two-way trade, and I know this committee realizes 
that fact. But it isa very useful instrument, an aid, in the movement 
of cotton abroad. We endorse this bill. I would like to say also that 
it is a great pleasure to express appreciation to a committee which 
works in such a nonpartisan, responsible, legislative fashion. 


The Cuatrman. Thank you very much. Your statement is very 


helpful. We appreciate it. 

Is there anyone else who wishes to testify this morning? Is there 
anyone here who would like to say something? Everyone seems to be 
in accord on this legislation. 

Tomorrow is Wednesday. We have a group of exporters and busi- 
ness institutions that will testify. Then on Thursday I am hopeful 
we can get some testimony from some of our labor organizations. 
At least, we are going to invite them to testify on Thursday. Then, 
I again repeat, on Friday we hope to write up this bill and send it 
to the floor of the Senate. 

We are not going to stop anyone from testifying who wants to 
testify. I again want to say if there is anybody in the United 
States or the world who wishes to file a statement, to make it a 
part of this record, we would be delighted to have them do so. 

Mr. Anderson has arrived. Mr. Anderson, you may proceed in 
your own way. Do you havea prepared statement ? 


STATEMENT OF SAMUEL W. ANDERSON, ASSISTANT SECRETARY 
OF COMMERCE FOR INTERNATIONAL AFFAIRS 


Mr. Anperson. No. Mr. Chairman, I am of course familiar with 
the bill before you. We have consulted in the Commerce Depart- 
ment with the other agencies who are interested in this bill. We 
should like to heartily endorse it. We think that the restoration 
of the newly oo president of the Export-Import Bank as a 
member of the National advisory council is a constructive procedure. 
We think that the proposed reorganization of the Board is also 
constructive. Furthermore, the addition of the borrowing of $500 
million while perhaps it may not be immediately necessary, never- 
theless, adds additional strength to what we believe to be the proper 
functions of the Export- -Import Bank. 
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The Cuarrman. Thank you very much. We appreciate your 
statement. You have endorsed the bill 100 percent. 

Mr. ANperson. Yes, sir. 

The CHairMan. We think it is going to do a lot of good. 

Mr. Anperson. I agree with you, Senator. As you know, I have 
had also the experience of a rather extended visit to South America a 
little before your own visit. I believe that the bank’s importance to 
South America is great, and indeed will be enhanced as time goes 
on and that that continent, particularly the one in which I am espe- 
cially interested, merits continuous support from this institution. 

The Cramman. There_is no question but what they like the 
Export-Import Bank in Latin America. I don’t think i have any 
other questions. We thank you very much for your fine statement. 
We appreciate it. 

We have now heard from the Secretary of State, who endorses 
the bill 100 percent, the Treasury Department, which endorses it 100 
percent, and the Department of Commerce, which endorses it 100 
percent, and of course the Export-Import Bank itself. The President 
of the United States has endorsed the bill 100 percent. So far, we have 
had no resistance. I am waiting for somebody to come up here and 
be against the bill. So far no one has. It will be an unusual expe- 
rience if we can get through a bill here without any opposition 
whatsoever. 

Mr. Anperson. I might say I am having lunch with Secretary 
Dulles and Dr. Eisenhower, and I will re port the unanimous approval 
of this. 

The Cuatrman. I understand Mr. Milton Eisenhower is 100 percent 
in favor of this. We appreciate your coming, Mr. Anderson. 

(Whereupon, at 11:30 a. m., the committee recessed to reconvene 
at 10 a.m., Wednesday, June 16, 1954.) 
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WEDNESDAY, JUNE 16, 1954 


Unrrep Sratres SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 


The committee met, pursuant to call, at 10:10 o’clock a. m., in 
room 301, Senate Office Building, Senator Homer EF. Capehart (chair- 
man) presiding. 

Present: Senators Capehart, Payne, and Robertson. 

The Cuarrman. The committee will please come to order. With- 
out objection, I will place in the record a statement by William T, 
Moore, president, Moore-McCormack Lines, Inc. 

(The material referred to follows:) 


STATEMENT OF WILLIAM T. Moore, PRESIDENT, Moore-McCorMaAck LINEs, INc. 


Moore-MeCormack Lines, Ine., an American-flag steamship operator is actively 
engaged in the trade from the United States east coast and the United States 
west coast to the east coast of South America and between the United States 
east-coast ports to the ports in Seandinavia. We have followed with interest 
the reports relating to the activities of the Export-Import Bank and the cur- 
rent studies being made by the Senate Committee on Banking and Currency 
under the chairmanship of Senator Homer E. Capehart. 

At this time of social and industrial readjustment in both the United States 
and Latin America, it is most important that we mainain friendly relations 
because our interests are rooted in common ground. Basically, the potentials of 
economic development in Latin America are limitless. United States industry 
has made tremendous strides in the past years in assisting Latin America in its 
industrial development. Much of this success certainly can be attributed to 
the activities and policies of the Export-Import Bank in granting loans. 

Certain industrial nations with the assistance of their governments are en- 
deavoring to finance and sell their products in Latin America in competition 
with those manufactured in the United States. Therefore, it is natural that 
the Export-Import Bank, which has been doing an excellent job in promoting 
United States export trade, should accelerate its activities in the interest of 
assisting American industry to maintain our country’s export position with 
Latin American countries. 

We do not believe that the International Bank is in a position to promote our 
national interests in this field, because that bank was established to grant loans 
in most cases to countries other than the United States in consideration of the 
policies of the 56 member nations. On the other hand, the Export-Import Bank 
which is an American institution was created to finance and facilitate the ex- 
port-import trade of the United States. 

Should the International Bank become the lending agency in financing loans 
to Latin America, it would have an adverse effect on the American merchant 
marine because American-flag participation in the carriage of products resulting 
from International Bank loans is not afforded the equitable protection of Public 
Resolution No. 17. 

We respectfully urge that the Senate Committee on Banking and Currency 
will recommend that the activities of the Export-Import Bank be increased rather 
than curtailed in order to assure United States industry a place in the economic 
and industrial development of Latin America and to foster and cement the 
bonds of amity in the Western Hemisphere, 
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The CuarrMan. Our first witness is John F. Burditt, treasurer of 


the American Car & Foundry Co. Do you have a prepared statement, 
Mr. Burditt? 


STATEMENT OF JOHN F. BURDITT, TREASURER, 
A. C. F. INDUSTRIES, INC. 


Mr. Burprrr. No; I do not. 

The Cuarrman. You may proceed in your own way. 

Mr. Burprrr. I would like to correct the record. The name of 
our company is now A. C. F. Industries, Inc. 

I came down here to tell the committee that our company is entirely 
in favor of S. 3589. Our export business is largely to South America 
and is primarily railroad equipment. In the last 2 years it has been 
almost impossible for our salesmen in South America to even negotiate 
without some sort of financing of a long-term nature, usually up to 
v vears. 

We have had some experience with the Export-Import Bank. It 
is a very definite feeling on our part that their lack of independence 
has hampered them in assisting us. We have had some concrete evi- 
dence of this. In talking with people in the bank, we know they had 
every reason to want to help us in what we were trying to do, but other 
people outside that bank prevented them from so doing. We, there- 
fore, feel strongly that the bank should be independent so that it can 
make its judgments on the various credits and guaranties based on facts 
and the merits of that particular case and not some other people’s 
ideas, some of which we understand originated with our competition 
in Europe and not that of the United States alone. 

We feel this bill would give the bank the independence it needs to 
operate and aid the capital manufacturing exporters of this country. 

The CuarrMan. You think it will get the job done? 

Mr. Burorrr. Ido,sir. I think it will give management the leeway 
they need to operate the bank properly. 

The Cuarrman. We appreciate your coming down here to testify. 
We are very anxious that the Export-Import Bank become and re- 
main a strong institution doing a real job. 

Mr. Burorrr. I would like to mention one thing. In the last year 
there has been a great deal of discussion on the length of loans and 
term of loans. Railroad equipment in this country is regularly sold 
on 10- or 15-year terms to American railroads. It is necessary in 
order to even out the cash flow that a railroad in either its own coun- 
try or in this country has some financing on a long-term basis. 

The Cuamman. Do you know any reason why loans on railroad 
equipment sold to a foreign country should be on a shorter term than 
those sold to our own railroads? 

Mr. Burprrr. No reason at all, except that perhaps the shorter term 
would limit the credit risk. They haven’t been used to getting such 
long-term loans. At the present time in South America they are 
very happy if we can give them 5 years. They haven’t asked for 
longer than that. 

The Cuarrman. They need longer terms than that? 

Mr. Burprrr. They do, sir. 

The Cuarrman. American railroads need 20 years. It would seem 
to me a railroad in Latin America would need at least 20 years 
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Mr. Burprrr. They do. I worked on the National Railways of 
Mexico cash flow. They needed boxcars for 20 years, partly through 
their inefficiency. The fact is that they are using United States cars 
in Mexico today and paying per diem of $9,000 in United States 
dollars up here to purchase their own equipment. On a long-term 
basis it could be done for less than that $9,000 a day that they are 
paying to the United States. There isa case where long-term financing 
would solve their dollar problem. 

The Carman. It makes their dollars go further ; does it not ? 

Mr. Burpirr. That is right. 

The CHarrman. How ¢o you help credit particularly by having 
short terms? You said short terms might make the credit more de- 
sirable. How does it change the man’s ability to pay ? 

Mr. Burorrr. It doesn’t change his ability to pay. I think the 
feeling is that it shortens the time m which the situation in that 
country may change, which is one of the things that seems to influence 
the private credit in this country. 

The Cuamman. The situation might be worse 2 years from now 
than 6 years from now / 

Mr. Burprrr. That is correct. 

The Cuatrman. I don’t see that part of it, particularly. 

Mr. Burprrr. Basically, from a credit standpoint, the long-term 
nature—— 

The Cuatrman. My observation has been that they have been there 
many, many years and will be there many, many more years. 

Mr. Burorrr. That is right. 

The CuatrmMan. They will be running the railroads and other 
things. I don’t see any argument for it, particularly. I presume 
what we ought to do is try to work out ways and means of doing 
business in the United States and also helping the other fellow. 

Thank you very much, unless you have something further to say. 

Mr. Burprrr. No; that is all. 

The Cuarrman. We thank you very much. 

Now, we have a group of gentlemen headed by Mr. Shelby, chairman 
of the finance committee for the export division, Construction In- 
dustrial Manufacturing Association. I believe there are 4 of you. 


STATEMENT OF HERBERT A. SHELBY, EXPORT CREDIT DIVISION, 
CATERPILLAR TRACTOR CO., PEORIA, ILL. 


Mr. Suetpy. My name is Herbert A. Shelby, export credit division 
of the Caterpillar Tractor Co. of Peoria, III. 

On my left is L. K. Thompson, assistant export manager, Allis- 
Chalmers Co. of Milwaukee. 

Next to me on my left is Mr. William L. Carter, credit manager of 
the Harnischfeger Corp. of Milwaukee, Wis. 

On my right is Mr. Frank D’Aquila, vice president and sales man 
ager of the lowa Manufacturing Export Sales Co. of Cedar Rapids, 
Iowa. 

The CyHatmman. Thank you, sir. Do you have a_ prepared 
statement ¢ 

Mr. Suexpy. Yes, sir. 

The CuamMan. Suppose you proceed in your own way. 
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Mr. Suetsy. Mr. Chairman, I have the honor of representing, as 
chairman of the finance committee of the export managers division, 
the Construction Industry Manufacturers Association, which is the 
organization acting as spokesman for our country’s manufacturers of 
construction machinery and allied equipment. 

Members of this industry believe that the Export-Import Bank has 
performed essential and highly important functions which have facili- 
tated the foreign trade of the United States. 

Loans from Export-Import Bank have enabled dollar short coun- 
tries to import products which were necessary and urgently needed 
to aid the expansion of their economies. Products, such as those sup- 
plied by this industry, have assisted in increasing the capabilities of 
these countries to earn United States dollars with which to purchase 
our exports. 

However, we believe that the functions of the Export-Import Bank 
should be strengthened and expanded. 

The foreign aid programs of the United States have been instru- 
mental in rehabilitating foreion industries to such an extent that 
foreign competition in traditional American export markets has be- 
come progressively active and highly effective. 

The most common weapon of such competition is the granting of 
long term credits which are either guaranteed directly by foreign 
governments or insured under government subsidized insurance 
facilities. 

In the United States commercial banking facilities do not exist 
whereby American exporters can dispose of long term paper without 
recourse and commercial banks have ote the attitude that the 
entire risk of financing exports rightfully belongs to the exporter. 

Exporters generally believe that long term financing is a legitimate, 
necessary and profitable field for participation of United States com- 
mercial banks. 

Industry is not a financing institution as such and has only limited 
resources of its own available for such purposes and cannot ‘afford to 
tie up its working capital in extensive term financing programs of this 
kind. 

Generally speaking exporters of this industry have endeavored to 
overcome foreign long term competition by assuming the total financial 
burden themselves. But there is a limit to the amount of working 
capital which can be employed in this type of enterprise without seri- 
ous consequence to normal operation and industrial expansion. This 
is particularly true in the case of the smaller manufacturers who con- 
stitute a significant segment of our national industrial capacity. 

Lacking the commercial banking facilities available to our domestic 
producers, exporters have had to limit their participation in sound 
long term export financing and many millions of dollars of such busi- 
ness have been lost to foreign eee rr 

In some areas of the world tod: iy it is not quality or price or ability 
to deliver which makes the sale, Bie the availability of long terms of 
payment and it is not uncommon for members of this industry to lose 
sales in old established markets on the basis of terms alone. 

Faced with a total vacuum insofar as commercial bank assistance 
is concerned, exporters have turned to the Export-Import Bank and 
found that, after many months of fruitless effort, that 1ts present pro- 
cedures and policies are totally inadequate to meet the present day 
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needs of the American exporter who is striving to make sales in a very 
active and highly competitive foreign market. 

If we were to make any recommendation as to amendments to the 
bill, it would be that the directorate of the Export-Import Bank be 
increased to seven. 

However, we believe that the desirability of such an amendment is 
greatly overshadowed by the urgent need for the benefits to be derived 
from immediate passage of the bill in its present form. 

In order to encourage the continued expansion of industry, to facil- 
itate the maximum employment of labor and to aid in maintaining the 
growth of productive capacity in the interests of national progress and 
defense, we feel it essential that effective facilities be available to 
enable exporters to spread their credit risks over a broadened base. 

We believe that the bill under consideration by the Senate Commit- 
tee on Banking and Currency will open avenues for participation by 
Export-Import Bank under existing legislation and that such par- 
ticipation will enable American industry to handle a growing volume 
of export business and to employ its capital in such a way as to foster 
continued expansion of production and employment throughout the 
country. 

The finance committee of the export managers division of the 
Construction Industry Manufacturers Association has unanimously 
agreed that they desire to support the bills concurrently presented to 
the Senate and the House and which are designed to provide for the 
independent management of the Export-Import Bank of Washington 
under a Board of Directors, to provide for the representation of the 
bank on the National Advisory Council on International Monetary and 
Financial Problems and to increase the bank’s lending authority. 

It is the feeling of the members of this group that the provisions of 
the bill are essential to the best interests of industry, agriculture, and 
labor and that it should be given urgent priority to insure passage at 
this session of the Congress. 

The members of this committee, here with me today, are thoroughly 
experienced in foreign trade and will be very glad to answer any ques- 
tions that members of the Senate Banking and Currency Committee 
may wish to ask. 

Thank you. 

The Cuarrman. Thi: unk you very much for the fine statement. It is 
our thought also that we are going to put this legislation through this 
session of Congress oat get it enacted into law. We hope to report 
the bill favorably to the Senate on Friday of this week. So far, we 
have had no one appear in opposition to it. So I presume it will be 
fairly simple to get it through the Senate and through the House and 
get it enacted into law. 

There are many things we could go into in respect to this whole 
matter, but I don’t see ‘anything particul: arly to be gained by it at 
the moment. We have a fair ly good working knowledge of the prob- 
lems that you are up against in ‘doing business in most foreign coun- 
tries at the moment. I think this committee realizes the need for long 
terms, the need for an expanded and increased Export-Import Bank. 

Senator Payne, do you have any questions? 

Senator Payne. No, Mr. Chairman. I must apologize for not being 
here promptly on time. Under the circumstances, I have no questions. 
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The CHarMan. We could get into a long discussion of a lot of 
things, but, as I say, I don’t know that anything particularly would be 
gained by it at the moment. 

Mr. D’Aquina. I would like to ask whether or not there are any steps 
being taken to increase the number of directors from 5 to 7, as we feel 
that that is very important ? 

The Cuatrman. I would question the advisability of trying to 
change the legislation to that extent at the moment. 

Mr. Suetey. That is our feeling. We don’t want to muddy the 
waters, Senator. 

The Cuarmman. Seven might well be better. I think it depends 
on the kind of men you have as to whether it is 5 or 7. That is really 
the answer. It is the quality rather than the quantity, and the desire 
to do the job, an enthusi: asm. Enthusiasm to me is more important 
than whether it is 5 or 7. The enthusiasm to do it, the understanding 
of the problems, the cooperation with the industry and that they will 
consistently study the problems, be on their toes, be alert, be aggres- 
sive, and have a general interest in serving exporters and the business- 
men of this country as well as helping the businessmen at the other 
end, in the other countr les, too. 

I think that is the answer to it. 

Are there any questions? Thank you gentlemen, very, very much. 

Our next witness is Mr. H. W. Balgooyen, vice president of the 
American & Foreign Power Co., Inc. Why don’t you proceed, Mr. 
Balgooyen, in your own way. 


STATEMENT OF H. W. BALGOOYEN, VICE PRESIDENT, AMERICAN 
& FOREIGN POWER CO., INC. 


Mr. Baréooyen. First, I would like to express my appreciation, 
Senator Capehart, to you and the members of your committee, for 
having this opportunity to give you my views on the bill which has 
been introduced for changing the organizational setup and increasing 
the lending power of the Export-Import Bank. 

Any knowledge which I may have of the bank’s operations, and any 
experience I have had in dealing with the bank, have come as a result 
of my business connection with American & Foreign Power Co. I 
believe that it would be helpful, therefore, if I were to preface my 
comments with a brief description of the Foreign Power system: 
what it is, where it operates, its role in the economic development of 
Latin America, and the pertinency of its activities to some of the 
major objectives of the foreign economic policy of our Government. 

American & Foreign Power Co. is the only American utility com- 
pany which operates entirely outside the United States; and it prob- 
ably represents the largest investment of private United States capital 
in Latin America. Some 20 million people live in its service areas 
of approximately 6,500,000 square miles; 1t serves over 1,000 commu- 
nities; its electric power generating capacity is over 1,100,000 kilo- 
watts, with more than 200,000 kilowatts additional capacity un- 
der construction; its present generating capacity represents about 
20 percent of the total installed capacity of the 11 countries where it 
operates; and its electric output of some 6 billion kilowatt-hours is 
approximately 25 percent of the total output of these coutries. The 
total assets of the Foreign Power system approach $1 billion, and 
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more than 50,000 American citizens are direct or mdirect holders of 
its securities. 

The first property acquisitions in the group which was to constitute 
the Foreign Power system were made before 1920, in Panama and 
Guatemala. It may be of interest that the acquisition of the Guate- 
malan property was originally suggested by our own Department of 
State, as the property involved formerly had been in German hands. 
By the end of 1930 the Foreign Power system had expanded to include 
important operating properties in 11 Latin American countries, in 
China and in India. Foreign Power’s investment in India is a 
relatively minor one and its important utility properties in China are 
now in Communist hands. 

An important consideration which made this venture into the for- 
eign electric power field, particularly in Latin America, seem desirable 
from the standpoint of broad public policy was the knowledge that it 
would open up a market for important quantities of American-made 
machinery and equipment and would help materially to sustain busi- 
ness and employment in the United States. I can say that this 
expectation has been fully realized. The Foreign Power system has 
been responsible for the exportation from the United States of electric 
equipment, accessories, apparatus, and materials amounting to well 
over one-half billion dollars; and its present enlarged program of 
property improvement and expansion, if carried through in accord- 
ance with our best estimates of the requirements, will result directly 
or indirectly in at least $1 billon in United States exports during the 
next 10 years. I can assure you that this is a very conservative figure. 
A representative of a private Latin-American utility recently testi- 
fied in a previous hearing before this committee that every dollar 
invested in the Latin-American electric power industry is multiplied 
10 times in exports from the United States. This may well be true. 
However, the billion dollar figure which I have cited is only 2% 
times the dollar component of our construction program. 

I believe that consideration of this bill and what its sponsors hope 
to accomplish is quite relevant to the problems posed and the oppor- 
tunities provided by the expansion program of American & Foreign 
Power Co., as an American-owned private enterprise which is play- 
ing a vital role in the industrial and general economic development of 
the Latin-American area. The Latin-American subsidiaries of For- 
eign Power have been the recipients of Export-Import Bank credits 
totaling some $73 million. I believe it is no exaggeration to say that 
the receipt of these credits, at a most critical time following World 
War II when the demand for electric power in Latin America had far 
outstripped the ability of Foreign Power to finance the additional 
electric power facilities required, was a decisive factor in enabling 
this American private enterprise to maintain its position and stay in 
business as an efficient supplier of vitally needed electric energy in 
countries with which the United States has the closest economic, 
cultural, and political ties. 

As you gentlemen know, both the Export-Import Bank and the In- 
ternational Bank have provided substantial financial assistance to 
various Latin-American countries for power development. These 
loans or credits have gone to governments and government agencies as 
well as to private power companies. Because of the delays and un- 
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certainties connected with the obtaining of the government guaranties 
which the International Bank requires, and because it seemed appro- 
priate for an American company to go to the official le nding institution 
of its own Government to finance the cost of electric power equipment 
to be purchased in the United States, Foreign Power has relied on the 
Export-Import Bank for the assistance it has had to have in financing 


its dollar expenditures for construction. 

I should like to emphasize that, while E x port-lnport Bank assist- 
ance has been a key fac tor in financing the postwar construction pro- 
gram of the foreign power system, by far the greater portion of our 


construction program of some S455 milli on from 1946 to 1956 1s being 
financed with cee earnings and other system resources. We also 
ire doing all we can to develop local capits il markets in the countries 
where our s ubsidi ar 1es ope rate, and the proceeds ot loe al sales of our 
subsidiaries’ securities are making an important contribution to the 
overall cost of our construction programs. As to Export-Import 


Bank assistance. some $49 million in credits have been extended to our 
subsidiaries in Brazil—that great and friendly sister republic in South 
America: while $24 million in credits have been extended to Cuban 


Electric Co., which prov ides some 94 percent of the power supplied to 
the Republic of Cuba, a traditional friend of the United States which 
has the closest historic, political, and economic ties with our country. 

These, gentlemen, are not short-term credits; and I feel that we 
need make no apologies for this fact—nor does the Export-Import 
Bank. For the most part, these credits are to be amortized over a 20- 
year period. Furthermore, they are capital goods loans, designed to 
facilitate and stimulate the economic development of friendly coun- 
tries. By so doing, they are creating a present and future market for 
many times their value in exports of both capital and consumers’ goods 
from the United States and are helping to sustain business and em- 
ployment in this country. 

I feel very strongly, as does your committee chairman, Senator 

‘apehart, that it is highly desirable for the Export Import Bank to 
make long-term loans to fins ince the exports ition of capits il goods from 
this country which, as Senator Capehart opinted out so fore ibly in his 
statement of June 10, are loans to wealth producing indutsries, which 
by their very nature presume longer credit terms. As one who be- 
lieves that the Export-Import Bank is performing a highly important 
and useful function in aiding and facilitating the foreign trade of the 
United States and, thus, in promoting private enterprise development 
at home and abroad, I am very interested in the provisions of this bill 
which has been introduced by Senator Capehart and Senator May- 
bank; but, even more, I am interested in what I believe to be the spirit 
and objectives of this proposed legislation. I am sure that Senator 
Caehart was correct in his statement that there is no legislative limita- 
tion upon the loan authority of the Export-Import Bank that would 
exclude it from making long term, medium term or development loans. 
It is my opinion that any distinction between long term and short 
term credits or between exporter credits, as such, and loans to facilitate 
the purchase by United States private investors abroad of captal goods 
and equipment in the United States is a highly artificial one and quite 
undesirable from the standpoint of the interests of our country. 
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Now, as to the details of the bill now under consideration by this 
committee: I believe it is highly desirable that the Export-Import 
Bank should be an independent agency of the United States, with an 
independent management under a Board of Directors; that the Ex- 
port-Import Bank should be represented on the National Advisory 
Council on International Monetary and Financial Problems; and 
that the lending authority of the bank should be increased to the 
extent necessary to enable it to fulfill its appropriate functions. I am 
sure we would all agree that it is essential for the Export-Import 
Bank as it is for any bank or business enterprise, for that matter, to 
have an administrative head with the responsibility of carrying out 
the policy laid down by the Board of Directors. However, the board, 
which would be composed of individuals active in the bank’s affairs, 
would have important functions to perform. It would lend its col- 
lective judgment to decisions relating to specific credit applications 
and matters of broad institutional policy, and the advantages of its 
advice and counsel to the bank’s management should be obvious. 

I believe it is also obvious that the bank should be represented on the 
National Advisory Council so that the viewpoint of the bank’s Board 
of Directors and its management, and the aims and objectives of the 
bank, may be presented clearly and effectively before that important 
body which has the responsibility of coordinating the policies and 
operations of all the agencies and officials of our Government in the 
foreign lending field. It is also my opinion that the inclusion in the 
proposed legislation of provision for an advisory committee, broadly 
representative of produc tion, commerce, finance, agriculture and labor, 
is constructive. The counsel of this advisory committee should be 
helpful to the bank management jn so orienting its policies as to secure 
the major benefit for business and employment in the United States, 
while serving the foreign policy objectives of our Government. 

As a firm believer in private enterprise, and in the constructive 
= which has been played, and which can be played, increasingly, 
by private American enterprise in promoting the economic deve ‘lop- 
ment of friendly nations through the investment of private resources, 
skills, techniques : and administrative talents, I would like to end this 
statement by commending the Export-Import Bank for the emphasis 
it has been making on loans to private enterprises to assist in economic 
development abroad. We in foreign power are very appreciative of 
the help we have received from the Export-Import Bank and for the 
interest shown by the bank’s management in our plans for future sys- 
tem de velopment. We are sure that these loans are sound and produe- 
tive from the viewpoint of the bank, the borrowers, and the countries 
concerned. These long term development loans represent interna- 
tional cooperation of the most practical form, as they are directly bene- 
ticial to the economy of the United States and the countries where the 
investments are made. 

The CHarrman. Would you want to tell us something about the 
experiences that you are having in the selling of securities direct to 
the nationals of the countries in which you operate? 

Mr. Batcooyen. I would be very glad to, Mr. Chairman. The con- 
struction program that we were faced with at the end of World War 
[I when materials and equipment again became available was a stag- 
gvering one, 
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As you know, the capital markets in Latin America are largely un- 
developed, and it is very difficult in this country to obtain financial 
assistance from private sources for financing investments in Latin 
America. We have always believed very heartily in the benefits 
accruing to a public utility company operating abro: ad from taking in 
local partners into the business. In princ iple, we believe in it. 

Furthermore, we had this need of additional capital to finance this 
luge construction program which amounted to some $230 million in 
the years between 1946 and 1952, and which will cost us another 
$220 million or more in the 4 years from 1953 to 1956. 

In Brazil we needed a large amount of capital to finance the con- 
struction particularly of a big powerplant we were building on the 
border of the state of Sao Paulo and Minas Gerais to serve the interior 
of the great state of Sao Paulo, which is the most populated and the 
most highly industrialized state in Brazil. 

We were told by people who were experts in these matters, first, that 
there was very little capital to be had in the interior of the state of 
Sao Paulo in Brazil, and second, that if there were substantial funds 
available for investment, the people in that area had very little know]- 
edge of security markets. Many of them had never seen a certificate of 
common stock, and just would not invest in equity ¢ apital of a public 
utility since returns were much larger in real estate investment and 
in commerce undertakings. 

However, after a period of about a year, when the sales of securities 
went very slowly, they began to pick up. I can report that subsidiaries 
of my company, particularly the subsidiary in the state of Sao Paulo 
in Brazil, has sold more than $20 million of common stock of our local 
subsidiaries, a very large part of it in the interior of the state of Sao 
Paulo as a result of literally thousands—I believe the figure is some- 
thing like 8,000—of separate security sales to people who live in the 
small towns and crossroads all through the interior of that state of 
Brazil. 

We believe in so doing we have not only helped ourselves but we 
have he ‘Iped Brazil and the state of Sao Paulo to de velop local capital 
markets which are so badly needed for their industrial development. 

The CHairMan. We are delighted you are doing that. I knew that 
you were doing that. I learned it when we were down there last fall. 
I am hopeful that more companies will do that very thing. I am hope- 
ful that the Latin American countries will encourage it, that they will 
pass the proper sort of laws to encourage it and help them. 

Mr. Bateooyen. Thank you, Mr. Chairman. 

The CHarrMaNn. That is the best way in the world for them to raise 
capital to expand their own industries. That is exactly what we did 
in the United States. 

Mr. Batcooyen. If you have another minute or two that I can use, 
I would like to tell you about an experience we have had more recently 
in Cuba. The second largest part of our postwar construction pro- 
gram has been in Cuba. We received a credit of $12 million from 
the Export-Import Bank sometime ago to help us finance that con- 
struction program. About a year ago we realized that that wouldn’t 
be nearly enough to take care of our requirements. So we began work- 
ing both in Cuba and in the United States to see what we could do to 
obtain additional financing. I won’t go into all the details, but it 


EXPORT-IMPORT BANK ACT AMENDMENTS OF 1954 49 


involved among other things selling bonds this time of our Cuban 
subsidiary in Cuba. 

We sold something like $3 million worth of 5- percent bonds of our 
Cuban subsidiary, and the sale is still going on. Furthermore, we 
were able to obtain an additional credit of $12 million from the Ex- 
port-Import Bank right alongside a credit of $8 million put up by a 
subsidiary of the } National Bank of Cuba known as the Financiera 
Nacional. That $8 million was obtained by the Financiera Nacional 
as a result of selling its own obligations to commercial banks and the 
general public in C uba. 

So here we have a construction program of an American loan, pri- 
vate utility in Cuba, which is being financed by private capital in 
Cuba, private capital in the United States, United States Government 
capital and Cuban Government capital, if you please, through an 
agency of the National Bank of Cuba, although, as I say, the money 
ultimately is coming from the Cuban public in this case. I thought 
you would be interested in that. We think it is a precedent-making 
joint effort by private and government capital in Cuba and the United 
States to cooperate in a private enterprise. 

The CHarrmMan. We are no less interested in other parts of the 
world than we are in Latin America. Of course, your company 
operates, as you stated, in Latin America, with the exception of this 
one company in China which is now under the control of the Commu- 
nists, and a small operation in India. We are just as much interested 
in other countries of the world as in Latin America, although your 
company operates in Latin Americ: 

It seems to me that there is so much capital ready to be invested 
in the United States and other countries that if they will only create 
the proper atmosphere in these countries, an atmosphere that will 
encourage private capital, the matter would go ahead, because they 
ought to be wise enough, and they are, to figure out what made this 
country the great Nation it is. It was foreign capital coming in here 
and being invested over a long term that developed the United States. 
Our Government created an atmosphere that protected the investor, 
gave him the same protection that our own people had in every in- 
stance. They ought to be wise enough to figure out how we did it 
up here. 

While I am not a believer that other people ought to do exactly as I 
do, or that other countries ought to do exactly as we do, I don’t think 
we ought to insist that they do everything as we do, but they ought 
to take the fundamental principles that we have taken. If they will 
do that, and create an atmosphere through legislation and actions, 
there is no limit to the amount of capital that is available in the United 
States for investment in Latin America and other countries of the 
world. 

Mr. Bataooyen. That is very true, Mr. Chairman. In my remarks 
where I said it was very difficult to obtain private investor ¢ apital 
in this country for investment in public utilities abroad, I meant no 
criticism of the investment community. It is a fact there are unusual 
risks in investing abroad. There are economic risks, political risks, 
and exchange risks. 

The Cuarrman. Those kind of risks we have no control over. Their 
own governments have complete control over them. They have to 
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put their house in order down there. If they will put their house in 
order and convince the American investor, and there are billions and 
billions of dollars here to be invested, that they will get a square deal, 
and I use that term, and be protected, there is nothing to worry about 
as to capital. There will be plenty of capital. 

If they will learn how to sell on the installment plan within their 
own countries, then learn how to sell stocks direct to their people as 
we do in this country—— 

Mr. Baieooyen. That is all a part of it. I would like to say that 
based on our experience over the past 25 years, particularly in Latin 
America, I believe that progress 1S being made but slowly tow: ard 
establishing a proper investment climate. 

The Cuarrman. There is no question about progress being made, 
and there will be great progress in the next 5, 10, 15, 20, 25, 30, 40, or 
50 years. They will get there. I am not worried about it at all. 
They will get there much faster if they will create the proper atmos- 
phere, pass the proper laws, and give proper protection to the people 
that are anxious to go in and invest money. 

Are there any questions, Senator Payne ? 

Senator Payne. Is that company in Communist China still under 
the control of your own personnel ¢ 

Mr. Baveooyen. No, it is not. I am quite certain that a number 
of our Chinese employees are still employed there, but we have no way 
of communicating with them. All the foreign staff is out of China, 
for which we are very grateful. But from what news we get indi- 
rectly we understand that the company is still operating, but of course 
it is entirely under the control and domination of the Chinese Com- 
munist regime. 

Senator Payne. On the developments that you have made in Latin 
America, do I understand that all of the generating equipment, the 
transformers, materials, and so forth, utilized have generally been 
purchased from suppliers in this country ? 

Mr. Baraooren. By far the greater portion has been, and as regards 
to the Export-Import Bank financing, as you know, the requirement 
is that it all be purchased in the United States. 

Senator Payne. That is all. 

The Cuarrman. Thank you very much. We appreciate your testi- 
mony. 

Our next witness will be Mr. William Knox, president of the West- 
inghouse Electric International Co. Mr. Knox, you have a prepared 
statement ? 


STATEMENT OF WILLIAM E. KNOX, PRESIDENT, WESTINGHOUSE 
ELECTRIC INTERNATIONAL CO. 


Mr. Knox. Yes, I have a short statement. 

The Caamman. W hy don’t you proceed in your own way? 

Mr. Knox. My name is William E. Knox. I am president of West- 
inghouse Electric International Co. My company is the exporting 
subsidiary of Westinghouse Electric Corp. and, as such, is responsible 
for sales and licensing activities outside the United States of all West- 
inghouse products. Incidentally, we have 57 full licensees and 25 sub- 
licensees in 24 countries, and we have 455 distributors in 105 countries 
or trading areas. 
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I am also a member of the Committee for Latin America of the 
Business Advisory Council for the Department of Commerce. Fur- 
ther, 1 am a member of the Citizens’ Advisory Committee to the Sen- 
ate Committee on Banking and Currency. Also, lam a director of the 
National Foreign Trade Council. 

I have been connected with international trade for over 30 years; 
in fact, I have devoted my whole business life to the furtherance of 
American foreign trade and foreign relationships. Iam very pleased 
to have been asked to appear before this committee. I would like 
to take the present opportunity to congratulate the chairman and the 
members of the committee upon their intensive and constructive stud- 
ies of the operations of the Export-Import Bank and World Bank, 
and their relationship to the expansion of international trade with 
particular reference to the economic development of this hemisphere. 
In this respect, I believe Dr. Milton Eisenhower has done an excellent 
job in bringing into focus the many problems of our South American 
friends, and for his recommendations as to the part the Export-Import 
Bank could play in solving these problems. 

Early this year, I had occasion to prepare a memorandum express- 
ing some of the reasons why I felt the activities of the Export-Import 
Bank should be continued. I believe every member of this committee 
has been sent a copy of this memorandum, together with a covering 
letter from our treasurer, under date of May 12, 1954. Some of the 
important considerations incorporated in this memorandum were: 


1. Aid to American workers and manufacturers. 
2. Furtherance of American foreign policy. 
» 


3. Assistance to United States shipping. 
4. Helping friendly nations to help themselves. 


5. Help to United States foreign investors. 
6. Particular help to Latin America. 
7. Reducing the load on the American taxpayer. 


Also attached was an exhibit setting forth the financial aid and 
assistance rendered to our foreign competitors by their respective 
governments and banks, and an exhibit showing the rapid population 
growth in South America as compared with the rest of the world. 

I will be happy to have this memorandum, together with exhibits, 
incorporated in the records of this hearing, if you wish. 

The CHatrman. Do you have a copy of that in the record as yet? 

Mr. Houruusen. No. 

The CHarrmMan. Without objection, that memorandum, together 
with the exhibits, will be made a part of the record at the conclusion 
of your statement. 

Mr. Knox. My purpose in appearing before you today is to give my 

views on a bill, and from the preamble to that bill I quote : 
To provide for the independent management of the Export-Import Bank of 
Washington under a Board of Directors, to provide for the representation of 
the bank on the National Advisory Council on International Monetary and 
Financial Problems and to increase the bank’s lending authority. 

The intent of this bill, I trust, is to place the bank in a position to 

undertake independently all types of sound economic loans to appli- 
cants anywhere in the free world. For this reason, I consider the vital 
provisions of the bill to be the makeup of the Board of Directors and 
the carrying out of the full legislative authority vested in the bank. 
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Further, I believe a truly independent bank will go a long way to 
solve not only our problems but those of our sister Republics. The 
extent to which the bank carries out its objectives and purposes will 
determine the degree to which United States prestige will be restored 
abroad. 

However, I have noted with deep concern the opinions expressed 
in many quarters, including the press, namely, the doubt that the bank 
will use its authority to grant long-term and development loans. If 
this should be the case, then in my opinion, the bank will have failed in 
its purpose. On this point I take encouragement in the statements 
made by Senator Capehart on the occasion of the introduction of his 
bill to the Senate. 

Why am I concerned? Because in my company, we feel that it is 
in our national interest to expand and not retard the activities of the 
Export-Import Bank. We do feel that a liberalized Government 
policy of aiding private enterprise in the international field can be 
undertaken without cost to the American taxpayer, with great benefit 
to the American ecc nomy and to friendly foreign nations. 

[ want to emphasize that what our foreign friends need are relatively 
middle-term and long-term development loans to assist in carrying 
out sound economic projects which will eventually make those coun- 
tries self-sustaining. 

I am a firm believer in the concept of the United Nations. In its 
sphere it is doing a wonderful job. At the same time I am firmly of 
the conviction that our State Department should decide policy in our 
national interest. Similarly, the International Bank for Reconstruc- 
tion and Development is doing a fine job in the interests of its 56-mem- 
ber nat ons. Its policies may not be those of the United States Gov- 
ernment nor necessar ily calculated to serve our best interests. We 
need an independent American lending institution to further our own 
national interest. No financial institution which is not completely 
responsive and responsible to the decisions and directives of our own 
Government, that is, the American people’s interests, can replace the 
Export-Import Bank in the field of U nited States foreign economic 
policy. The activities of the Export-Import Bank have been most 
important as an effective instrument of United States foreign policy. 

In closing, gentlemen, I am of the opinion we have the choice of 
helping our friends finance the purchase of American machinery and 
services in the United States to carry out their urgently needed devel- 
opments, or we can abandon this business to those who will help them. 

With these observations, I certainly wholeheartedly endorse this 
proposed legislation, and I sincerely hope it will have the support it 
deserves. 

(The material referred to follows :) 

WESTINGHOUSE ELECTRIC INTERNATIONAL CO., 
New York, N. Y., May 12, 1954. 

I am sure that you, like others interested in United States exports or United 
States international investments, have followed with interest current reports 
relating to policies now in effect by the Export-Import Bank. This is a subject 
currently being studied by the Senate Committee on Banking and Currency 
under the chairmanship of Senator Homer E. Capehart. 

In my company we feel that it is in our national interest to expand and not 
retard the activities of the Export-Import Bank. We do not favor unsound 
loans, but we do feel that a liberalized Government policy of aiding private 
enterprise in the international field can be undertaken without cost to the 
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American taxpayer, with great benefit to the American economy and to friendly 
foreign nations. 

We are convinced that the American way of life can be best maintained and 
appreciated around the world by helping people to improve their economic con- 
ditions. The standard of living in the United States has made urgent to all 
foreign governments immediate economic progress if they are to satisfy the 
demands of their people. Economic discontent and frustrations lead to bitter- 
ness and political instability and sometimes to the embrace of the glittering 
promises of communism. Helping the people of other countries to make sound 
and logical plans without helping them to implement such plans—particularly 
insofar as dollars for imported goods and services are concerned—is, in our 
opinion, foolhardy and may hasten the day when frustration and despair result 
in action contrary to our national interests. 

For use in our company’s top-level discussions in Washington, our president, 
Mr. W. E. Knox, prepared a memorandum covering some of the reasons the 
activities of the Export-Import Bank should be continued and expanded. Be- 
lieving that you may find this memorandum, which is dated January 19, 1954, 
of interest and that you may care to support this position, I am sending you 
a copy with this letter, together with the therein referred to exhibits A and B. 

Sincerely yours, 
W. L. Carrory, Treasurer 


MEMORANDUM COVERING SOME OF THE REASONS THE ACTIVITIES OF THE EXPORT- 
IMPORT BANK SHOULD BE CONTINUED AT THt1s TIME 


1. To aid American manufacturers and American workers.—At this time of 
industrial readjustment, when the United States is reducing military expendi- 
tures and discontinuing grants and gifts to foreign nations and there is talk 
of recession or depression, it is exceedingly important that we may maintain 
and, if possible, increase orders for foreign markets. The attached exhibit A 
shows, in brief, some of the assistance being given by other industrial nations 
in their own interests to assist their manufacturers and workers in securing 
export business and at the same time assist their foreign friends. 

The current inability of American manufacturers to meet the terms offered 
by the manufacturers of other industrial countries, with the assistance of 
their governments, is incomprehensible to many of our foreign friends. It is 
not a question of the Export-Import Bank vis-a-vis the International Bank. It 
is a question as to whether or not the United States Government, through the 
Export-Import Bank, is going to assist American manufacturers to the extent 
that governments of other industrialized countries assist their manufacturers. 
In consideration of the billions which our Government has given—not loaned— 
particularly to Western Europe, other friendly countries, when now denied 
United States Government reasonable assistance in financing the purchase of 
capital goods in the United States, feel that they are certainly being discrim- 
inated against. 

2. To further American foreign policy.—The activities of the Export-Import 
Bank have been most important as an effective instrument of United States 
foreign policy, and with the exception of certain loans for political reasons— 
loans made for political purposes are 100 percent controlled by the adminis- 
tration—has not been an expense to the American taxpayer. The International 
Bank operates in consideration of the foreign policies of 56 member nations. 
Its policies are by no means those of the United States Government or neces- 
sarily calculated to serve its best interests. In this respect it is interesting 
to note that the United States Government has paid in capital in the Interna- 
tional Bank of $635 million and has assumed a liability on the International 
Bank's borrowing and guaranties up to an additional amount of $2,540,000,000. 

American machinery carries with it American influence, prestige, and leader- 
ship. Its sale, installation, and operation spreads and expands the most impor- 
tant contacts between growing numbers of Americans and their counterparts 
in friendly foreign countries. Moreover, such undertakings establish in varying 
degrees American standards, American know-how, and American management 
methods. No financial institution which is not completely responsive and re- 
sponsible to the decisions and directives of our own Government—that is, the 
American people’s interests—can replace the Export-Import Bank in the field 
of United States foreign economic policy. 

3. To assist United States shipping—In the postwar years it has become in- 
creasingly apparent that United States shipping with its high cost of construc- 
tion and its high cost of labor, including fringe benefits, can only be maintained 
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on the high seas by increasing United States Government construction and 
operating subsidies. These are justified on the basis that an American merchant 
marine is necessary in the general national interest. The majority of export 
business financed by the Export-Import Bank is shipped in American bottoms. 
Exceptions are made in specific instances to permit 50 percent of the shipments 
to be made in foreign bottoms, particularly to assist the Maritime Commission 
in its negotiations with foreign governments to assure equal treatment being 
given to American shipping. 

4. To help friendly nations to help themselves.—No sovereign nation can long 
endure and maintain its self-respect as a ward of another nation. I believe that 
the grants and gifts made, in recent years, by the United States are in part, 
responsible for the deterioration of American prestige in various countries of the 
world. It is human nature to gradually build up a dislike for someone who 
takes away your self-reliance and establishes you as an economic dependent. I 
am delighted that our present Government policy is to progressively reduce gifts 
and grants. 

The International Bank, by the terms of its charter, may only make loans to 
a foreign government or with a foreign government’s guarantee of payment, 
interest, and exchange availability. This rigid requirement of a government 
position in all of its transactions has a tendency to foster state ownership on one 
hand, and interference of the bank on the other hand, in the domestic policies 
of its member nations. 

The Export-Import Bank, in contrast, does not necessarily require the guaran- 
ties of a foreign government. Its policy has been to render needed assistance 
in the creation and improvement of basic facilities with preference to private 
enterprise. They have established policy to help the American manufacturer and, 
at the same time, help our friends abroad by making possible the carrying out 
of essential projects by permitting payment of the dollar portion of its cost 
over a period of years. In many instances, the projects have actually paid for 
themselves. 

The Export-Import Bank, as an American institution, participates only in the 
financing of the exportation of American goods and services including know-how, 
technical assistance, and ocean freight However, the International Bank 
encourages its borrowers to do their purchasing in international markets. In 
this respect, many countries, particularly in Latin America, have complained 
that they are being influenced by the International Bank to purchase European 
equipment which they really do not want. They want American equipment 
which is designed and built to better meet their climatic and operating condi- 
tions and requirements. 

5. To help United States foreign investors.—With the specific exception of 
Canada as a foreign country, and with the general exception of the petroleum 
companies, United States firms currently operating abroad such as utilities and 
mining, find it extremely difficult to raise additional United States dollar capital 
for purchase and importation of United States materials and machinery and, 
thereby, maintain an acceptable position in the foreign countries in which they 
operate. To encourage more private foreign investments, considerable thought 
has been given to United States Government guaranties against expropriation 
and to assure the convertibility of funds to pay dividends, and so forth. I believe 
that I am correct in stating that American capital already abroad, or American 
capital which is contemplating going abroad, together with know-how and man- 
agement, would feel much safer if it were accompanied by some Export-Import 
Bank money than it would with any United States Government guaranty. 

6. To particularly help Latin America.—Onur relations with the Latin American 
countries located in this same hemisphere are of prime importance to our general 
national interest in times of peace and in times of war. We have the choice of 
helping them finance the purchase of machinery in the United States to carry out 
urgently needed capital developments, or we can expect to have more and bigger 
Guatemalan situations. 

I wish to emphasize that what these countries need are relatively long-term 
development loans to assist in carrying out sound, economic projects. This par- 
ticularly applies to countries whose economy depends upon one product or one 
group of products. Short-term loans for consumer or luxury items will hurt more 
than help. 

The population of Latin America now exceeds that of the United States and, as 
may be seen in the attached tabulation exhibit B, its population is increasing 
faster than in any other area of the world. From this exhibit, it will be seen that, 
during the 10-year period 1940-50, the population of the world increased 8.9 
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percent; the population of North America increased 7.5 percent; whereas, the 
population of Latin America increased 24 percent. 

The Latin American countries are experiencing tremendous social ferment, and 
they have outgrown their expanded, but still woefully, inadequate basic facilities 
for such things as electric power, transportation, the development and distribu- 
tion of fuel, and so forth. Until these basic facilities are expanded to meet their 
minimum requirements, it is impossible for private enterprise to carry through 
on the development of secondary industries. I agree with point (4) in the post- 
script of Dr. Eisenhower’s recent report which reads as follows: 

“That public loans for the foreign-currency costs of sound, economic develop- 
ment projects, for which private financing is not available, go forward on a sub- 
stantial scale, provided, of course, that the borrowers take the necessary measures 
to ensure that they are good credit risks.” 

I am certain that the majority of the Latin American countries are convinced 
that the Export-Import Bank is the best instrument for real aid in the develop- 
ment of their countries. Moreover, such aid will influence the development of 
their industrial economies after the successful American pattern more than will 
aid extended by the International Bank and the government of other industrial 
countries. 

During the 5-year period 1948 to 1952, inclusive, the average annual exports 
from Latin America to the United States were just over $3 billion.’ I believe that 
financial assistance by the Export-Import Bank of 10 percent of this amount, in 
any one year, would be very conservative provided such assistance is generally 
directed into projects which would: (@) produce or save foreign exchange; ()D) 
develop or expand basic utilities; or (¢c) relate to the production of strategic 
materials. 

During the 8-year period June 30, 1945—June 30, 1953, the Export-Import Bank 
authorized credits to Latin America for $1,219 million* or an average of $150 
million a year. From the foregoing, it is obvious that, as a policy, I am recom- 
mending that the Export-Import Bank double the funds made available to Latin 
America in the form of specific loans or exporters credits to carry out sound, 
economic developments. As a very minimum, I believe we should reinvest in the 
Latin American economies the capital repaid to us, plus interest, which, I under- 
stand, for the next 5 years, will average more than $115 million a year. 

Our future relations with certain Latin American countries, for example, 
Argentina, are under great strain due to the present pressure in the United 
States to export farm surpluses by dumping or by giving them away. Any such 
action on our part reduces the foreign exchange available to Argentina, with 
which to build up industry and thereby reduce the urgent necessity for securing 
increasing export sales of agricultural products to purchase foreign industrial 
products. One chance of maintaining and improving our relations with Argen- 
tina is to help her finance the importation of United States machinery necessary 
for developing basic utilities and industrial enterprises. 

7. To reduce the load on the American taxrpayer.—Since the end of World War 
II, the United States Government has spent or committed billions of dollars in 
gifts, grants, and subsidies, in the field of foreign and domestic relations for 
political, economic, or military considerations. A very partial list of such under- 
takings would include the farm parity program, soil conservation, flood control, 
International Wheat Agreement, sugar program, FHA, Veterans’ Administration, 
the accelerated amortization allowed for tax purposes as an incentive to foster 
the building up of certain facilities or industries; guarantees against loss to 
purchasers of the International Bank’s securities: NATO: MAGG: ECA, then 
MSA, and now FOA; offshore procurement; the depletion deduction allowed 
companies engaged in mining; oil production and exploitation of other natural 
resources in determining taxable net income; airmail contracts; and so forth. 

It is obvious to all that these undertakings fall into three categories, the 
main consideration being (a) domestic politics including social reasons, (6) 
to aid or promote important specific elements of the Nation’s commerce, and (¢c) 
to further the security of the Nation. The gift or grant policies are being pro- 
gressively curtailed. It is obvious to all that the direct and indirect subsidies 
benefit one group of citizens at the expense of another, or citizens of other 
countries at the expense of our citizens. 


1 Source: Department of Commerce, Foreign Commerce and Navigation of United States, 
1953. 
2 Source: Federal Reserve Bank of New York, Balance of Payments Report, 1954. 
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Many of these arrangements are an attempt to equalize an imbalance in ben- 
efits or opportunities or taxes between segments of our own population, or when 
adjusting our economy to that of other countries with which we compete. If 
not properly and wisely administered, and politically checked and progressively 
reduced to some reasonable minimum, the subsidy programs constitute a threat 
to our national survival. 

In a “middle of the road” attack on all of our Government’s ventures into 
direct and indirect subsidies, I do not believe the function of the Export-Import 
Bank should be eliminated for the following reasons: 

1. Their operating funds may be raised by loans or guarantees, not taxes. In 
other words, the Export-Import Bank may function using the credit of the 
United States Government in the same manner as the International Bank, which 
is now controlled by 56 countries. 

2. By limiting its financial assistance to specific transactions or projects, or 
the exportation of specific farm products, each transaction is a self-liquidating 
operation which, collectively, earns sufficient to cover operating costs and builds 
up reserves to cover any losses. 

3. It operates in the general interest of the American people, and to the detri- 
ment or expense Of no one segment of our population. It helps the farmer, both 
directly in connection with exports, and indirectly by giving his industrial 
customer more purchasing power. It aids the manufacturer, the shipping 
people—martime, rail, and truck—and our whole economy back to mining. It 
also aids the importer of raw materials. 

4. It helps in the defense of the United States of America by helping our for- 
eign friends successfully combat the inroads of colonial communism and, at the 
same time, builds them into stronger potential military allies in the dreadful 
eventuality of a third world war 

In spite of the fact that the portfolio of the Export-Import Bank currently 
includes certain political loans, it made a net profit for the fiscal year ending 
June 30, 1953, of $51.8 million, after interest payment to the United States 
Treasury. Out of this net profit, the bank paid a dividend of $22.5 million to the 
United States Treasury. The remainder of the net profit, amounting to $29.3 
million, was added to the reserve for possible losses. 

With particular reference to Latin America, the Export-Import Bank has 
created a vast amount of good will and friendship over the years and with, 
practically speaking, no defaults. It again demonstrates that “prevention” is 
so much cheaper than a “cure”. We have been running “prevention” at a profit, 
which cannot be compared with the cost of the “cure” which our Government and 
taxpayers have undertaken, for example, in Greece, Korea, and Indochina. 

W. E. K. 

JANUARY 19, 1954 


(The exhibits referred to follow :) 
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EXHIBIT B 


World population increase, 1920-51 


{Population in millions] 


Northwest 
Central 
South 


Oceania 


World 1,813 , 987 , 213 2, 411 


Not Che percentage increase of population of Central and South America is unique in the world and 


no other area approaches it in populit ion growth; with such a phenomena! growth, Latin America has 
been unable to maintain a correspond crease in the development of power and other utilities. This 


wide discrepancy between population increase ad levelopment of utilities poses a critical problem in all 
phases of Latin American development and rela iti ymships 


Source: United Nations Demographic Yearbook, 1952. 


The CuairmMan. You certainly have spoken my thoughts. I could 
not have written it better if I had done it myself. 

Mr. Knox. Thank you very much, Senator. 

The Cuairman. I don’t see how anyone can quarrel with your state- 
ment and your conclusions and what you would like to see the Export- 
Import Bank do. I don’t think anyone does quarrel with you. There 
is certainly no one on this committee who will quarrel with your view- 
point in what we are trying to do. 

Mr. Knox. I am very happy to hear that. 

The CuHarrMan. I wanted to say also that we hear little rumors 
that there may be some sources that do not feel as this committee 
does and do not feel as you do, in respect to the Export-Import Bank. 
In my opinion, there is no truth in that at all. The Export-Import 
Bank will be expanded and will become even a greater factor in the 
future than it has been in the past. 

Mr. Knox. I am very delighted to hear that. 

The CuarrmMan. I am sure that is true, notwithstanding some little 
rumors you may hear to the contrary. 

Mr. Knox. That is very good news. I am sorry I didn’t arrive in 
time to hear Mr. Balgooyen’s statement, but I am sure he will be very 
happy to hear it also. 

The Cuarman. I say that because I have talked to everybody 
concerned and I find them very cooperative and friendly. I happen te 
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know that the sentiment in the Congress is so strong in that direction 
that I don’t think any man or group of men could live politically in 
the Government and go against the wishes of what I am sure is the 
desire and the intent of the Congress. 

Mr. Knox. Senator Capehart, I would like to congratulate you 
and your committee for what you are doing in this respect. 

The Cuarman. I again want to repeat that I don’t think any 
individual in Government or group of individuals could live and go 
against the wishes of Congress in this matter. I think they recognize 
it, and I don’t know any group that are so inclined. But I just make 
the statement that I don’t think they could live if they tried to. I 
know of no group that is trying to or even wants to or has even 
thought of it. 

Senator Robertson, do you have any questions? 

Senator Ropertson. I would like to remark that if Westinghouse is 
planning to build a plant in any foreign country they can refer the 
officials of that country to me and I will tell them we have been very 
happy that Westinghouse has decided to build a plant in Virginia. 

Mr. Knox. I am delighted to hear that, Senator. 

The Cuarrman. In other words, you will vouch for them? 

Senator Ropertson. I would say that it is an industry that any area 
welcomes. 

The Cuatrman, I think you are right. They can build a couple of 
more in Indiana if they want to. Thank you very much. Are there 
any questions, Senator Payne? 

Our next witness will be Mr. Joseph L. Segimont, president of the 
Segimont Corp. I see you have a prepared statement. Why don’t 
you proceed in your own way. 


STATEMENT OF JOSEPH L. SEGIMONT, PRESIDENT, SEGIMONT CORP. 


Mr. Srecrmont. My name is Joseph L. Segimont. I reside at 286 
Rivard Boulevard, Grosse Point, Mich. I am ‘engaged i in foreign trade 
and investment ventures as an officer of the following corporations : 
Mutual Defense Packaging Corp., of which I am president, is in the 
field of military packaging, servicing the United States Government 
and its allied countries; Seal-Peel, Inc., of which I am a vice presi- 
dent, manufactures plastic coatings, of which we export a considerable 
volume to Mexico, Canada, France, and Japan; the Segimont Corp., 
of which I am president, is com in international distribution of 
electrical equipment, and through its wholly owned subsidiary, the 
First International Acceptance Corp., is financing the movement of 
durable goods from the United States to the soft-currency countries. 

All of these companies are new and small and have been founded by 
me, with the exception of Seal-Peel, Inc. Myself, I have been in the 
banking business or related fields for the past 15 years and have been 
continuously engaged in international trade. I believe the bill intro- 
duced by Senator Capehart and Senator Maybank and now before 
your committee represents an essential step toward the goal of pro- 
viding the American exporter with the backing to which he is entitled 
from his Government. 

It seems to me the job done by your committee under the leadership 
of Senator Capehart is remarkable, practical, and businesslike. 
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If the majority of businessmen in this country think that we should 
give every chance to friendly nations to export their products to the 
United States it is because we think that they are entitled to do so 
just as much as the American consumer is entitled to the opportunity 
of making his choice between buying a domestic or a foreign product. 

By the same token, I feel that the American exporter is entitled to 
sell his merchandise in foreign countries just as much as those nations 
have the right of enjoying the comfort and benefits provided by Ameri- 
can products. 

However, in spite of the excellent reputation of American manu- 
factured goods, our exporters have difficulty in selling them on account 
of being unable to meet the competition of other countries that in many 
instances are selling credit rather than goods, that position being 
attractive to the buyers in soft-currency countries. It sometimes 
seems odd to ask the American exporter to contribute as a taxpayer 
to aid foreign economies and then not provide him with the indis- 
pensable backing from his Government that those same countries enjoy 
from their own official agencies. 

The Export-Import Bank can be the answer to the American ex- 
porter’s problems to the benefit of the economy of the whole country, 
and the bill introduced by Senator Capehart is without any doubt a 
major contribution to its efficient operation. 

I am also confident that the same gentlemen that so efficiently have 
worked on this bill will give serious consideration in the future to the 
following points: 


1. CREDIT INSURANCE 


Credit insurance certificates should be issued by the same Bank and 
their advantages are obvious to the American exporter and to the 
Export-Import Bank. Although the Export-Import Bank has always 
been extremely careful never to invade the sphere of private banking, 
the function of insuring credit for the protection of the American 
exporter would be a field of its own that would not only not conflict 
with the function of private banking, but complement it and favor it. 
The Export-Import Bank would issue the credit insurance, and the 
commercial banks and financial institutions grant the dollar credits 
to the exporters. As everybody knows, the Credit Insurance Depart- 
ment in England is considered today indispensable to the British 
exporter. 


2. DISCOUNTING OF SHORT TERM BILLS OF EXCHANGE 


The discount by the Export-Import Bank of bills of exchange 
drawn upon foreign buyers with payment guaranteed by the loc ‘al 
central bank, giving that central bank a rea isonable term to refund 
the dollar p: tyment to the Export-Import Bank. 

In many instances, as the committee well knows, import licenses 
are granted by foreign countries in which dollar payment for imported 
merchandise is provided for, but no definite allocation of dollars has 
yet been made. In that case, if the foreign buyer presents a sound 
risk, the local central bank should gu: :rantee payment within reason- 
able time, which would probably never exceed 2 years. At maturity of 
the term granted by the Export-Import Bank to the local central bank, 
the former would receive payment in full in United States dollars. 
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To give an opportunity for further transactions to American private 
banking institutions, the Export-Import Bank could discount such 
bills of exchange through them. The advantages of such a project 
appear to be substantial, as it would benefit the American e xporter who 
would be able to collect in full the price of the merchandise sold in 
United States dollars, to the foreign buyer who would receive the 
purchased goods without delay, and for the economy of that particular 
foreign country that would enjoy a longer term to provide the neces- 
sary dollars allocated for the transaction. 


ADDITIONAL RESOURCES 


Consideration of the possibility of allowing the Export-Import 
Bank to acquire further permanent capital resources through the 
issue of bonds or other securities. 


+. FURTHER OPPORTUNITIES 


As far as the present bill is concerned, I feel certain that in addi- 
tion to all its outstanding advantages it will also provide further op 
portunities for private financial institutions to operate safely in the 
international field. 

I appreciate the honor and the opportunity of being able to appear 
before this committee, particularly being a newcomer to the United 
States. 

The CrHarrman. Thank you very much for a fine statement. I wish 
to say that this matter of credit insurance, discounting of short term 
bills of exchange, and additional resources are things that this com- 
mittee is continually looking into and studying. We will continue 
to do so. As you know, we have a 131l-man advisory committee, a 
group consisting of representatives of business, labor, and agricul- 
ture. They are functioning all the time. We are going to get into 
those very things. We are studying them and will continue to do so. 
We appreciate very much your statement. We certainly agree with 
yon that there is a great need for longer terms and installment 
selling. 

Mr. Srermont. Certainly, sir. That point of the discounting of 
short term bills of exchange is particularly related in my mind to 
the smaller exporter, those amounts that are not terribly large but the 
exporter finds himself unable to conclude the deal because he hasn’t 
the convertibility of the dollars that he wants. 

The Cnarrman, Are there any questions, gentlemen ? 

Senator Ropertson. Mr. Chairman, I want to thank the witness 
for an interesting statement, a constructive statement. I can well 
understand how if a man is exporting on a large scale he needs some 
agency to discount his bills receivable else he will eventually get so 
much capital tied up on long-term payments that he can’t continue to 
ship abroad. 

You mentioned that if the Export-Import Bank would discount 
your notes, and they would be guaranteed by some central back in the 
country to which you are exporting in the course, say, of 2 years, the 
Export-Import Bank could be paid in full in American dollars by 
the central bank. 

Mr. Sraimont. That is correct, s 
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Senator Roperrson. But doesn’t that bring us in the end to this 
hard reality: That all American goods must eventually be paid for 
in American dollars because that is all you can spend here ? 

Mr. Srecirmonr. Yes. 

Senator Rorerrson. And if the nation to which it was shipped is 
going to pay in American dollars it must have some means of getting 
American dollars ? 

Mr. Secimont. Yes. 

Senator Re BERTSON, The onlv means, practical means of a foreign 
nation to get American dollars is probably through our tourist trade 
over there where they will spend American dollars. The rest is sell- 
ing their goods to us for which we pay American dollars ? 

Mr. Seaimont. That is correct, sir. 

Senator Roperrson. Then, if we are to have any real and sustained 
program of expanded exports it must be on the basis of increasing 
our Imports; isn’t that true ? 

Mr. Seaimonr. That is correct, in my mind, Senator. 

The CrHatrman. Will you yield? Either that or services, our 
American people traveling as you stated, throughout the world. 

Senator Roperrson. Services. Shipping, for instance. We know 
our merehant narine is wn arm ot our Naval Establishment. We 
can’t let that vo out of business because it is a little « heaper perhaps to 
ship in fore )) hottoms. We want to keep a merehat t marine. 
Therefore, the export of dollars through tourists is one way, but the 
big wav would be to receive more imports. 

\s far as I know we have never at any time in our history received 
Imports in excess of 5 percent of domestic production, and a great 
many of those imports have never been competitive because they in- 
clude raw rubber that we don’t produce, tin that we don’t produce, 
manganese that we don’t produce in anything like an adequate amount, 
two thirds ot the wool. 

Then we have tropical fruits like bananas. We have coffee, tea, 
spices, and things of that kind. 

e But take the present situation of Japan. There are 80 million 
people there with an average of not more than 1 acre of arable land 
per person to feed them. Well, in Virginia, we figure it takes 4 acres 
to feed just 1 cow. Down in Texas they have plenty of ranches where 
they allocate 20 acres to a steer. The Japanese people, one-half of 
our population, can’t live on Lacre. They have to manufacture goods 
and exchange them for food. At the present time Japan is the largest 
purchaser of American cotton. We need to export 40 percent of our 
normal production of cotton. Last week T attended a dinner of 18 
or 20 cotton exporters, and they told me that unless we could do some 
thing to help foreign countries get the dollar with which to buy Amer- 
ican cotton they were going out of business. If you lose your foreign 
trade, that puts them out of business. If you cut the production of 
cotton down to domestic consumption, 40 percent of those producing 
cotton have to produce something else. What will they produce? 
There is no wide open field in agriculture for any more competition. 
It is a problem we don’t know what to do with right today. There 
is too much wheat. too much grain, cattle prices are off. Broiler 
chickens in the valley of Virginia are selling for 22 cents a pound 
dressed. Nobody can make money at the present feed prices on that 
basis 
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I think, Mr. Chairman, there isn’t any doubt about the fact 
that the soundness of our domestic economy is definitely geared to an 
increase in foreign trade. I also think that we are going to lose most 
of the benefit of the $50 billion we have spent for ti:- rehabilitation 
of countries all over the world if we are not willing to trade with 
them and force them to trade with Russia. They have to trade with 
somebody. 

Mr. Srarmont. That is right. 

Senator Ronertrson. Take Belgium. They have 800 people to the 
square mile. That isa heap of people. I remember one night driving 
from Paris into Brussels and for miles it looked like I was just 
traveling through a solid city. There were lights everywhere and 
the factories were lit up because they were working at night. Belgium 
came out of the depression after World War II quicker than any 
nation in Europe because the y had industries, and they went to work 
and worked night and day. But they have to export. 

You take, Mr. Chairman, those of us who like to hunt. Belgium 
makes mighty fine shotguns, but you try to bring one in here and you 
find what it costs. I like a double-barreled gun. But our manu- 
facturers now, in order to sell shotgun shells, are like the Gillette 
Razor people. They bought the Auto-Strap and took it off the market. 
When I went in the Army in World War I, I used the old straight 
razor, but they told me everybody in the Army must use a safety 
razor. So I got an Auto-Strap. One blade would last me 6 months. 
The money is In selling blades. So, they took the Auto Strap off the 
market and you get a Gillette blade now and if it lasts you 1 week 
it Is pretty wood. The money is in the blades. 

The manufacturers of shotguns make their money out of selling 


the shells. So they sell these repeating guns which go bang, bang, 
bang, and you might hit once, maybe hit all 3 times, or 5 times if the 
law permits. You burn up a lot of ammunition but you don’t kill 
Nn j 

If I wanted a double-barreled gun and sent over to Europe for one 
of those fine double-barreled guns, it will cost from $500 to $1,00Q. 
There isa bis market over he re foi the Ouns. 


y 
1 


I think you are right in saying that our policy should let a sports- 
man de oe ther he is going to own an automatic gun ora double- 
barreled cun. “Tf the manufacturers here don’t want to put out the 


double-barreled guns, give me the privilege of buying a foreign double- 
barreled gun. And then they h have that money. What can they do 
with it? Only spend it back sae for something else. They will 
buy some of your ‘cotton, corn, beet, wneat, whatnot. But it is a big 
problem and credit alone isn’t going to solve it. 

Mr. Srcrmonr. Senator, if I may say so, although, of course, I 
admit fully that the availability of dollars in foreign countries would 
be mainly predicated on a favorable situation of exports from those 
countries to the United States, that the discount by the Export-Import 
Bank of short-term bills of exchange would not provide a total answer 
to the problem but it certainly would be a relief. 

Senator Roperrson. It wouldn’t be a total answer. It would be 
an aid. It would help you get over one particular hump. 

Mr. Sreront. In some instances, sir, the exports made from this 
country to those foreign countries may be of such nature that that 


Bt 


ae 


& 








EXPORT-IMPORT BANK ACT AMENDMENTS OF 1954 67 


machinery or those goods exported would produce dollars, would 
earn dollars to fill their treasury with enough currency to meet the 
obligation of dollar payments. 

As a matter of fact, it has been our experience in the many import 
licenses granted by foreign governments, that there was a provision 
that merchandise will be paid for in United States dollars. But those 
dollars were not available for months, 6, 7 months, and sometimes a 
year. If the central bank recognizes that the foreign buyer is solvent 
and he is willing to underwrite his obligation and then take a sub- 
stantial and conservative margin to refund the dollars to the Export- 
Import Bank, I said 2 years ‘and I could have said 1 year, it would 
provide a substantial relief to those foreign economies, and besides, 
and the most important thing, the importer would have the avail- 
ability of the American goods that he wants straightaway. 

I don’t want to emphasize the issue because the most important 
thing at this point in my judgment is that this very sound bill go 
through. Of course, this may not be the moment to discuss that 
subject. But I just wanted to submit it for your consideration in 
the future. 

Senator Rosnerrson. What country did you live in before you came 
here ? 

Mr. Srarmont. I was born in Spain. 

Senator Ropertson. That is a beautiful country. I am very fond 
of Spain and I have a high regard for the Spanish. 

Mr. Srammonr. Thank you very much. 

Senator Ronerrson. They have some fine skills there. Inc ‘identally, 

I have ordered a Spanish shotgun from a little factory near Toledo. 
It is made on the patent of the Purdy gun, which would cost me 
$1,000 over he re if I bought the Purdy gun. I won’t say what Spain 
is charging, but it is a very attractive price. I think it is just as 
good a gun as the Purdy gun or the Churchill gun or any of the 
other, Richards, English guns and just as good as any gun you would 
vet. 
The last time I was in Spain I talked about the steel at Toledo. It 
ig on a par with Damascus steel. There isn’t any better steel. But 
I rode through the fields. I saw they are still thrashing wheat like 
they were in the days of Ruth and Naomi. They have oxen. With 
flays they beat it out on the ground. Then when they separate the 
wheat from the chaff they pile it on the ground. How do the y cut it? 
With an old sickle. 

If we could buy some of those good Spanish guns and a little more 
Spanish olive oil, some oranges, some of the lace work, why, Mr. Chair- 
man, do you know in Spain you can get a solid leather gun case which 
is as good as any mi ade in this country for $6. You can’t get a brief- 
case over here for $6. If people just knew about that kind of leather 
goods that you can get over there, how they could develop. They 
told me that Spain has never forgotten the friendly treatment that 
we gave the Spanish soldiers after the Spanish-American War. Spain 
is friendly with us. That is the reason I supported aid to Spain. 

I had a friend that went over there the other day to sell some very 
fine Virginia pipe tobacco, one of the best that is made, pure Burley, 
manufactured by a firm in Richmond, and I wrote your Minister of 
Commerce that my friend, Mr. Watson, wanted to come over there, 
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that he was going to exhibit some fine smoking tobacco, and we got a 
fine letter back. 

We are going to sell you some Virginia tobacco over there and would 
sell you more if you could get the dollars to pay for it. 

To come back to what I said about the 5 percent, last year our people 
bought $220 billion forth of goods, not services, goods. If 5 percent 
of that had been imports, and all economists agree that 5 percent 
properly placed, prope rly distributed will not interfere with your 
domestic economy, it would have been $11 billion of imports but we 
only had $5 billion of imports, I think, last year. 

The Cuamman. What do you mean ¢ We had about $12 billion 
to $14 billion last year. 

Senator Ror ee. No, indeed. We had $10 billion or more of 
exports but we didn’t have over $5 billion, I think, of imports. 

The Crratrman. I think the record will show we had more imports 
than exports, except the dollars we have been giving away. 

Senator Rornerrson. Let’s see _ record on that. 

The CuarrmMan. I may well be 1 ong. 

Senator Rorerrson. I think et ‘re absolutely wrong. I know our 
exports exceed our imports. 

The Cuatrrman. What were the imports for the last 12 months and 
the exports ¢ 

Senator Roserrson. They have for a number of years. There was 
only one time where they were practically even. That was in 1929, 
and everybody said that was a prosperous year. If it hadn’t been for 
the gamblers on the stock market, we wouldn’t have had that bust. 
They got too much credit and stock market gambling, people got over- 
reached, we had a big bust up in the stock market and broke a lot of 
people. 

The CuatrmMan. It is very interesting. I think we ought to place 
in the record at this time the exact amount of our exports and imports. 

Senator Ronerrson. I certainly would. Whohasthe record? I was 
on the Ways and Means Committee for 10 years. I had these figures 
at my finge ‘rtips. I have been separated from that for 7 years. 

The Cuarrman. I can well be wrong, but my best judeme nt is that 
our imports and exports for the last 12 months have been just about 
the same, running about $12 billion to $14 billion. 

Senator Rorerrson. We spent out of the Marshall aid fund about 
$2 billion a year exporting surplus farm products abroad. That has 
fallen way off since we have cut off economic aid. Imports have gone 
way down and exports have dropped some. 

The CHatrrMan. We will get that information and place it in the 
record in just nh moment. (See p. 79.) Did you have anything fur- 
ther to say ¢ 

Mr. Srarmont. No, sin 

The Cuatrman. Thank you very much. We certainly appreciate 
your testimony. 

Our next witness will be Mr. Charles W. Stewart, secretary of the 
Machinery and Allied Products Institute. Do you have a prepared 
statement ¢ 
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STATEMENT OF CHARLES W. STEWART, SECRETARY, MACHINERY 
AND ALLIED PRODUCTS INSTITUTE 


Mr. Srewarr. Yes. If it pleases the committee, I would like to 
summarize it rather than read the entire statement. 

The CHairman. Without objection, your entire statement will be 
made a part of the record as well as your remarks. 

Mr. Srewarr. Mr. Chairman and members of the committee: My 
name is Charles W. Stewart. I appear in behalf of the Machinery 
and Allied Products Institute, of which I am secretary. 

As national spokesman of the capital goods and allied industrial 
equipment industries, the Machinery and Allied Products Institute, 
and its affiliate, the Council for Technological Advancement, have a 
fundamental interest in the subject before this committee. The deep 
interest of the capital eoods industries in the act ivities of the Export- 
Import Bank was recognized by Chairman Capehart when, in intro- 
ducing the proposed legislation, he commented as follows: 


I confess that by the most careful reading of these purposes, statutory pur- 
poses of the Export-Import Bank, I can find no limitation upon the kind, size or 


quantity of exports which this United States bank may finance. Nor can I find 
any preclusive word or phrase which would limit the Export-Import Bank to 
loans of rapid turnover or short duration. Certainly I would object to any 
interpretation which would circumscribe the authority of this bank to make 


loans to capital-goods industries, to wealth-producing industries, which by their 
very nature presume longer credit terms. This country of ours has been built 
by the might of its technology. It is this technology that free nations seek, as 
well as the products of our great technological mass production plants a, 

The deep interest of the capital-goods industries is further in- 
dicated by the witnesses who are appearing before this committee 
today, many of whom represent capital-goods countries. 

What I should like to do is merely summarize this statement in 
order to save the committee’s time. We are pleased that you will 
admit the entire statement in the record. 

It should be recognized preliminarily that the capital goods are a 
large industry. They represent in the United States about $54 bil- 
lion in production annually and they employ directly and indirectly 
about 8 million workers. The size and importance of these industries 
carries over to the export tield itself. They comprise the large st 
single seoment of American industrial e xports. 

The data indicate, at least the data that have available to us, that a 
great percentage of the total production of these industries is going 
into exports in normal times. It should also be recognized that these 
industries include a great range of products, which present varied 
problems of marketing and sales characteristics. I would like to 
illustrate that by pointing to the fact that a rolling mill might run 
into several million dollars and require financing over a period of 
8 or 12 years. On the other hand, sale of an assortment of pieces of 
construction machinery might involve shipment of relatively stand- 
ardized equipment worth less than $100,000 and entail shorter term 
financing, such as 2 or 5 years. 

Turning to the specific legislation that you and Senator Maybank 
jointly introduced, we endorse the bill so far as it goes. We concur 
in the increase in the lending funds. We heartily endorse the increase 
in what may be called the stature of the bank as a Government agency, 
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as an independent agency, and as an agency which will participate 
on an equal basis in ‘the formulation of inter ragency policy affecting 
the foreign financial and lending activities of the United States, the 
full voting representation on the National Advisory Council on Inter- 
national Monetary and Financial Problems. 

The bill obviously recognizes the fact that there has emerged in 
the sale of capital goods abroad the crucial factor of credit and repay- 
ment terms. I can testify to you after having reviewed a great num- 
ber of specific export cases brought to our attention by specific capital- 
goods companies that American manufacturers are now placed in the 
position of competing with the financial resources of foreign govern- 
ments insofar as credit terms are concerned. 

In summary, the following conditions have been brought about on 
this matter of credit: Credit repayment terms have emerged as a 
crucial factor in negotiating foreign sales of capital goods and allied 
industrial equipment. There is an obvious lack of adequate medium- 
term and long-term capital market facilities both in the United States 
and the foreign countries to which United States capital-goods pro- 
ducers traditionally sell. 


There is, moreover, the availability of medium-term and long-term 


capital for foreign investment to the E uropean manufacturers, “which 
allows them freely to offer credit terms to prospective foreign buyers 
which United States producers could not hope to equal, utilizing only 
their limited internal company resources. 

In addition, I think we ought to recognize briefly that we have had 
something of an economic adjustment in this country which encour- 
ages capitalist people and others to turn their eyes to foreign trade 
for sales purposes. Not only has there been a shift of business con- 
ditions in the United States but the export markets themselves have 
shifted. From a time standpoint we now find that the European 
market is no longer the capital goods market but rather it is the Latin 
American market, as you, Senator Capehart, know so well. The 
United States industry therefore is in the position of moving into 
a new market, so to speak. Timing, therefore, takes on most crucial 
importance. 

Also, with respect to timing, we should recognize that in the capital 
goods field an early start, economically speaking, is most important, 
because capital goods are sold on very close working relationship 
between the manufacturer and the customer. Once a company de- 
velops a foothold in a particular area or with a particular company, 
that company has a particular and distinct advantage. So that unless 
the United States capital goods manufacturers are able to maintain 
their present markets and to enter new ones aggressively at a time 
when timing itself is so crucial, it will have a very serious long-run 
effect on capital goods sales abroad. 

I have two other brief points before we make some specific sugges- 
tions with respect to the bill beyond the present provisions of the bill. 
This bill takes on, and the whole problem of credit facilities take on, a 
special significance when we look at medium- and small-sized business. 
The important factor of credit and repayment terms has a peculiarly 
severe effect on medium- and small-sized manufacturers. Those manu- 
facturers in size predominate in the capital goods industries. It is the 
smaller company with extremely limited ability to finance deferred 
sales that urgently requires assistance from some outside source. 


NH 
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We should recognize one other fact. Generally speaking, there is a 
lack of participation in export financing by United States private 
financial institutions. This is not without explanation. It has only 
been within the last 2 or 3 decades that the United States has become 
a prominent international trader. In the private financial institutions 
in the United States there is not the taking, or they are not yet ac- 
customed to taking, an active and aggressive role in the financing of 
export transactions to which they attribute a certain amount of risk. 
But whatever may be the reason and however inexplicable their at- 
titude toward such transactions may be, the fact of life is that they are 
not actively on the job. Consequently, when the American m: inufac- 
turer is confronted with the shifts in domestic markets, with the shifts 
in markets abroad, with the absence of private financing in the United 
States and the competition of foreign credit, he is at a tremendous 
disadvantage. 

Let us turn our attention for the moment to what we have to sug- 
gest for consideration by the committee beyond the present provisions 
of the bill. We have been working closely in recent months with the 
administrative officials of the Export-Import Bank. I wish to report 
to you, Mr. Chairman, that we have received splendid cooper ration and 
great interest in the views of the capital goods industry. To that we 
have no complaint. We have recently submitted specific recommenda- 
tions to the Export-Import Bank. We have suggested, in brief, that 
on its present statutory authority the bank should initiate and promul- 
gate a well-defined, positive—positive, if you please—program for 
the extension of exporter credit assistance and economic development 
loans. 

What has been the case and what is presently the case in our judg- 
ment is too nebulous and too negative. We also have recommended, 
and we understand the bank may be studying it, a program of pro- 
viding for the extension of exporter credits to individual companies 
on a so-called company line of credit basis, which will enable the 
American manufacturer to be competitive with respect to terms offered 
by foreign producers and underwritten by their governments and will 
enable the American manufacturer to bring to the sales negotiation at 
an early stage credit terms on which he can stand without contingency. 

We have also recommended that the Ex xport-Import Bank encourage 
wider sustioinaliin in exporter credit transactions, not alone by the 
manufacturer and the bank, but also by private financial institutions. 
We feel that can best be accomplished by emphasis on the guaranty 
technique versus direct loans. 

We have also urged that the Export-Import Bank review carefully 
in light of the positive program the economic criteria that they have 
been applying in reviewing individual loans. We have been particu- 
larly concerned in specific cases with a strong emphasis that the bank 
gives to exchange earning and/or exchange saving criteria in judging 
the economic soundness of exporter credit proposals and economic 
development projects. This, if carried to an extreme, results in the 
bank giving a negative seaction to those situations where bank assist- 
ance is most ser iously needed, as in the case of Brazil, Chile, and the 

Argentine. 

We have, in other words, asked the Export-Import Bank on its own 
initiative to take this action within its present statutory authority. 





72 EXPORT-IMPORT BANK ACT AMENDMENTS OF 1954 


As I have indicated, those recommendations are being studied by the 
bank. We hope to have the privilege of continuing to confer with 
them. 

With respect to the pending ee we would like to make this 
suggestion. We feel it might be desirable for the Senate Banking 
and Currency Committee in reporting this bill favorably, which we 
hope it will do, to include in its report a statement of intent, that 
it hopes with its present authority, with the reassurance given the 
bank of support of its program through the medium of this bill and 
through the specific provisions contained therein, that the bank will 
take full advantage of that authority and initiate promptly a posi- 
tive, well-defined program and expanded program of exporter credit 
and development loan assistance. 

We fee] it might be useful for the committee, as a broad principle, 
to include in its report— 

The CuHarrman. Will you yield a moment? Let me say that if 
they do not do that, then they will certainly be violating the law and 
intent of this committee and the intent of Congress. 

Mr. Srewart. We are not contemplating that they will at all, sir 
We mer 1\ feel that it m oht be reassuring to the Export-Import 
Bank and to its officials, in whom we have great confidence, if they 
could have on the record an expression of your intent and your feeling 
with respect to this program. 

The Cuatmrman. We will place tl hat in the report, and we certainly 
have so expressed it, I think, on many occ: asions, even to the extent 
this morning of saying we didn’t think any individual or group could 
live if thev went against the wishes of the Congress. That is about 
as strong as you could use language. 

Mr. Srewarr. We have no criticism of that, sir, I am sure. We 
would be pleased if that expression would be contained in the report. 

I have one final comment. We are pleased particularly to note that 
you have recommended an advisory committee and that committee 
is provided for in the bill. We think this is particularly appropriate 
in view of the fact that this legislation seems to represent a coordi- 
nated view of legislative and administrative officials in Government 
with, I am sure, pretty general support in industry. 

We feel it is important that that kind of coordinated viewpoint 
and check be contained, and that it would be helpful if the advisory 
committee were to make its report available not only to the Congress 
and this committee but also to the public so that industry itself might 
have the benefit of its viewpoints. 

Mr. Chairman, that is, I hope, a sufficiently quick summary of the 
statement 

The CuarrmMan. Your statement is very fine and your explanation 
of it is excellent. I don’t see how anyone could quarrel with anything 
you have sald. 

Mr. Stewart. It has been a privilege to be here. 

The CHarrmMan. Do you have any questions, Senator Payne? 

Senator Payne. No. 

The Carman. Have we the information yet on the exports and 
imports? All you need to do is look at the New York Times on Sun- 
day to see that exports run about $1 billion a month and imports 
about $1 billion a month. They are about equal. (See p. 79.) 
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We appreciate your statement very much. 
Mr. Stewart. Thank you very much, Mr. Chairman. 
(The full statement referred to follows:) 


STATEMENT OF CHARLES W. STEWART, SECRETARY, MACHINERY & ALLIED 
Propucts INSTITUTE 


Mr. Chairman and members of the committee, my name is Charles W. Stewart. 
I appear in behalf of the Machinery & Allied Products Institute, of which I am 
secretary. 

As national spokesman of the capital goods and allied industrial equipment 
industries, the Machinery & Allied Products Institute, and its affiliate, the Coun- 
cil for Technological Advancement, have a fundamental interest in the subject 
before this committee. The deep interest of the capital goods industries in the 
activities of the Export-Import Bank was recognized by Chairman Capehart 
when, in introducing the proposed legislation, he commented as follows: 

“I confess that by the most careful reading of these purposes, statutory 
purposes of the Export-Import Bank, I can find no limitation upon the kind, 
size, or quantity of exports which this United States bank may finance. Nor 
ean I find any preclusive word or phrase which would limit the Export-Import 
Bank to loans of rapid turnover or short duration. Certainly I would object 
to any interpretation which would circumscribe the authority of this bank to 
make louns to capital-goods industries, to wealth-producing industries, which 
by their very nature presume longer credit terms. This country of ours has 
been built by the might of its technology It is this technology that free nations 
seek, as well as the products of our great technological mass production 
plants * * *,” 

We are gratified, therefore, that this distinguished committee and the Banking 
and Currency Committee in the House of Representatives are currently giving 
attention to a seriously needed expansion in the export-financing operations 
of the Export-Import Bank. Such an expansion is an urgent present-day 
necessity if the United States expects to maintain its export trade in capital 


goods. 
THE CAPITAL-GOODS INDUSTRIES AND EXPORT TRADE 


As indicated above, the Machinery and Allied Products Institute represents 
the capital goods and allied industrial equipment industries. The production 
and servicing of these industries runs currently at a rate of about $54 billion, 
and they provide employment for 8 million workers. The exceedingly signifi 
cant role of these industries carries over to the export field. Machinery and 
equipment comprise by far the largest group of commodities exported from 
the United States. The roughly $3 billion in machinery and equipment exported 
in 1952 accounted for 20 percent of total United States exports, or almost 25 
percent of nonmilitary exports. Moreover, capital-goods exports in 1952 ac- 
counted for 11 percent of total United States capital-goods sales. A breakdown 
of 1953 data is not yet available to us. 

Capital-goods and allied industrial equipment include a great range of prod- 
ucts with varying characteristics as to size, marketing problems, financing 
techniques, and so forth. In the export field, for example, sale of a rolling 
mill might run into several million dollars and require financing over a period 
of 8 to 12 years. On the other hand, sale of an assortment of pieces of con- 
struction machinery might involve shipment of relatively standardized equip 
ment worth less than $100,000 and entail shorter term financing, such as 2 to 8 
years 


MAIN PROVISIONS OF THE PROPOSED LEGISLATION 


Let us turn now to the bill before the committee. The Machinery and 
Allied Products Institute endorses the proposed legislation, S. 3589, which 
provides, as follows: 

(1) A $500 million increase in the lending authority of the Export-Import 
Bank. 

(2) Reconstitution of the Export-Import Bank, with elevation of the bank 
to full status as an independent agency of the United States. 

(3) Full-voting representation for the Export-Import Bank on the National 
Advisory Council on International Monetary and Financial Problems (NAC), 
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(4) Establishment of a nine-man Advisory Committee to the President of the 
Export-Import Bank, to be broadly representative of production, commerce, 
finance, agriculture, and labor. 

We have no comment on the internal organization of the bank, which is also 
covered by the bill. 

In brief, we concur in the increase in the lending funds made available to the 
bank, and we heartily endorse the increase in the stature of the bank as a 
Government agency, as an independent agency, and as an agency which will 
participate on an equal basis in the formation of interagency policy affecting the 
foreign financial and lending activities of the United States. 


CREDIT AND REPAYMENT TERMS NOW CRUCIAL 


There is no more pressing problem or urgent need in the field of international 
trade in United States capital goods today than that of creating adequate 
medium and long-term credit facilities. There has recently emerged in the sale 
of capital goods abroad the crucial factor of credit and repayment terms. Of 
course there are price differentials based on differences in labor rates and dif 
ferences in standards. There may also be differences in intensity of marketing 
efforts. Most of these, however, are matters on which the American manufacturer 
must and should meet competition without assistance, largely through emphasis 
on quality of product. But the problem of credit and repayment terms is not 
within the power of the individual American capital goods manufacturer to 


solve without assistance from some outside source Foreign governments are 
unquestionably underwriting the extension by individual exporters of credit 
assistance on a medium and long-term basis American manufacturers are 


thus placed in a position of competing with the financial resources of foreign 
governments. Moreover, private financial institutions in this country are not 
Willing to underwrite such credit risks for American capital goods manufacturers 
without Government guaranty, and the Export-Import Bank has to date pro- 
ceeded on a very selective basis with reference to granting exporter credits either 
in the form of guaranty or direct loan 

It should be pointed out that foreign governments, in addition to under- 
writing the extension of credit assistance by their exporters, grant numerous 
concessions to promote exports, including special tax, exchange retention and 
policy incentives We are addressing ourselves, here, however, only 





customs 
to the extension of medium and long-term credit assistance, which has long 
been recognized in principle by the United States as an appropriate area for 
Government assistance. 

In summary, the following conditions exist : 

1. The emergence of credit and repayment terms as a crucial factor in negotiat 
ing foreign sales of capital goods and allied industrial equipment. 

2. The lack of adequate medium-term and long-term capital market facilities 
both in the United States and the foreign countries to which United States 
capital goods producers traditionally sell. 

3. The availability of medium-term and long-term capital (for foreign invest- 
ment) to the European manufacturers, which allows them freely to oifer credit 
terms to prospective foreign buyers which United States producers could not 
hope to equal—utilizing only their limited internal company resources. 


CURRENT FACTORS AFFECTING EXPORT TRADE 


In addition to the crucial character of credit terms in export transactions, 
the following factors should be taken into consideration in connection with an 
appraisal of Export-Import Bank activities and related legislation: 

1. As you know, recently the United States economy has undergone an eco- 
nomic adjustment. This adjustment has had a different impact on various 
segments of the capital-goods industries. For example, the textile-machinery 
industry has been relatively depressed for more than 2 years, and the diesel- 
engine and the machine-tool industries have recently suffered a downturn in 
new orders. On the other hand, certain other segments of the capital-goods 
industries have maintained a relatively high level of domestic business. Thus 
the situation is spotty, but it is clear that there has been a domestic adjustment 
which turns the attention of most capital-goods manufacturers even more inten- 


sive.y to the e\port market. 
2. Not only has there been some shift in business conditions in the United 


States, but export markets themselves are shifting. Since World War II Latin 
America has become a prime export market for United States capital goods, but 
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as a potential long-term market the area is relatively untouched. Currently, 
however, European manufacturers of capital goods are entering the Latin 
American market with great strength. This same situation prevails in varying 
degrees in other parts of the world which are industrially underdeveloped. Thus, 
from the standpoint of the state of export markets and competition therefor, 
the element of timing is now crucial. It is exceedingly important that United 
States capital-goods manufacturers at this time maintain their positions in those 
areas of the world where they are established and enter new markets aggres- 
sively. 

3. Timing is not only significant from the standpoint of current shifts in the 
export market but is particularly important in the light of the characteristics 
of the ecapital-goods product. To a substantial degree, capital-goods industries 
are engineering industries. The sale of an engineered product requires special 
marketing techniques and organization designed to establish a close working 
relationship between producer and customer. Once that relationship has been 
established, once a manufacturer has become intimately acquainted with the 
requirements of his customer, it is difficult for another manufacturer to com- 
pete effectively. This does not involve anything illegal or improper. It is 
simply a matter of customer relationship in dealing with complicated and highly 
engineered equipment, and it is multiplied in the foreign field. Thus, when you 
combine the timing aspect of shifts in the foreign demand for capital goods with 
the economic advantages of an early start with prospective customers who may 
be buying equipment over a very long period of years, it is clear that capital- 
goods exports are entering a period of great long-run significance with respect 
to the market potential of Latin America and other industrially underdeveloped 
areas. Unless American capital goods are sold in these foreign fields now, 
there will be adverse long-range effects on these markets for many years to come. 

4. We submit also that there is one factor in the area of capital-goods exports— 
indeed, in the area of exports in general—which is overlooked in the making 
of many governmental and industrial decisions. One of the most important 
lines of communication, one of the most important sources of significant com- 
mercial and security intelligence under the conditions of international tension 
Which exist, is business activity abroad. There is, therefore, a substantial 
national security implication in maximizing our foreign-trade activity, and 
capital-goods manufacturers are in an excellent position and possess the tech- 
nical competence to assist in the compilation of extensive economic and com- 
mercial intelligence data. 


SPECIAL SIGNIFICANCE TO MEDIUM AND SMALL SIZE BUSINESS 


I should like to call the attention of the committee to the fact that the exceed- 
ingly important factor of credit and repayment terms as an element of export 
transactions, and most of the other factors affecting export trade referred to 
above, have a particularly severe impact on medium and small size manufac- 
turers. And such medium and small size firms predominate in the structure of 
the capital-goods industries. It is the smaller company, with extremely limited 
ability to finance deferred sales out of his own financial resources, that most 
urgently requires assistance from some outside source in order to compete with 
foreign credit facilities underwritten by foreign governments. 


LACK OF PARTICIPATION IN EXPORT CREDIT FINANCING BY UNITED STATES PRIVATE 
FINANCIAL INSTITUTIONS 


We have referred previously to the fact that medium and long-term credit 
assistance is generally not available from private financial institutions in the 
United States as far as export trade is concerned. In all fairness to such finan- 
cial institutions, it must be recognized that only in recent years has the United 
States acquired the status of a leading international trader; and thus far, either 
because of lack of experience or because of a reluctance to enter the foreign field, 
domestic private financial institutions have concentrated on domestic business. 

Whatever may be the explanation for this gap in the availability of credit 
assistance, the gap exists, and it exists in serious proportions. As long as the 
problem which we have outlined prevails and as long as private financial institu 
tions do not furnish the necessary assistance, it is absolutely necessary for the 
appropriate Government agency to extend credit assistance to American manu- 
facturers to facilitate their export transactions. American companies are just 
not in a position to compete with foreign governments which are actively under- 
writing extension of credit terms by individual foreign companies. 
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ADDITIONAL RECOMMENDATIONS WITH RESPECT TO LEGISLATION 


We now turn our attention to the question as to whether it is desirable to have 
a further expression of legislative intent as to the role and activities of the 
Export-Import Bank, which might go beyond the specific terms of the bill now 
before the committee. 

We have recently recommended to the Export-Import Bank that the bank, 
under its present authority, take the following steps: 

1. The Export-Import Bank should promulgate a well-defined positive pro- 
gram for the extension of exporter credit assistance and economic development 
loans. There does not appear to be a Government policy which affirmatively 
states that it is the intent of the Government to specifically provide within 
reasonable limitations medium and long-term credit facilities to enable American 
capital equipment producers to meet credit competition in international markets. 
The current approach is too nebulous and negative. 

2. The Export-Import Bank should initiate a program providing for the exten- 
sion of exporter credits to individual companies, with country quotas if necessary, 
which will enable an American company to quote credit terms far enough in 
advance of the consummation of the transactions in order for such terms to be 
effective parts of the negotiations. In other words, the feasibility of establish- 
ing a company line of credit should be given the highest priority. If the Ameri- 
can manufacturer is to be competitive with respect to terms offered by foreign 
producers and underwritten by their governments, he must bring to the sales 
negotiation, at an early stage, an offer of credit terms on which he can stand 
without contingency. 

3. The Export-Import Bank should develop a program to encourage wider par- 
ticipation in exporter credit transactions, not alone by the manufacturer and the 
bank, but also by private financial instituticns. This can best be accomplished 
by emphasis on the use of guaranties as distinguished from direct loans. Over 
time, and in accordance with the present policy of the administration, the prin- 
cipal financial burden in this area should be assumed by the various private 
financial institutions of the United States 

4. The Export-Import Bank should review carefully the economic criteria it 
presently employs in acting on individual applications. 

To date, for example, the bank has placed strong emphasis on “exchange earn- 
ing’ and/or “exchange saving” criteria in judging the economic soundness of 
exporter credit proposals and economic development projects. Moreover, these 
criteria have been applied on an immediate and static basis in most cases. Rigid 
application of these criteria precludes American manufacturers from participa 
tion in many types of foreign economic and industrial development which are 
ordinarily financed by debt. Anaiysis of conditions existing in international 
markets shows that a denial of United States credit assistance to a foreign 
purchaser in most instances results only in the same purchaser obtaining com- 
parable credit assistance from a German, English, Dutch, Belgian, or Swiss 
capital goods manufacturer with foreign government underwriting. 

It is also true, with only few exceptions, that the other countries of the 
world which produce marketable capital equipment are countries which 
have the “hardest currencies.” What often results, therefore, from the denial 
of United States credit assistance is the creation by the importing country 
} mdollar external debt just as great and just as difficult to service as the 
r debt which would have resulted from the extension of United States 
credit assistance. Further, in countries such as Brazil, Chile, and Argentina, 
the Export-Import Bank’s examiners are most reluctant to grant credit as 
sistance where such assistance is most urgently needed to maintain only 
moderate levels of trade activity. 

As indicated above, we have asked that the Export-Import Bank take this 
action on its own initiative under its present statutory authority. The bank 
is studying our recommendations, and we have been most fortunate in the 
cooperation and interest demonstrated by the bank’s top officials with respect 
to the views of the capital-goods industries on the bank’s activities, and possible 
ways in which their role might be expanded within the limits of their statutory 





I 


authority 

We should like to make this suggestion, however, in connection with the 
pending legislation We feel that it is desirable that the Senate Banking 
and Currency Committee consider the advisability of expressing its intent, 


preferably by comprehensive statement in its report on S. 3589, that the Export 
Import Bank, with its present authority expanded by the Congress, should 
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take full advantage of that authority and should initiate promptly the kind 
of positive, affirmative program of exporter assistance and economic develop 
ment loans which is required both in the interest of government and industry 
In addition to generally encouraging the bank to expand its exporter credit 
and economic development loan program, it might be useful for the committee 
to state the basic principle that it should be the objective of the bank, in the 
light of present conditions, to assist in putting the American manufacturer 
in the same position with regard to extension of credit terms that his foreign 
competitor finds himself due to foreign government underwriting of credit 
terms. 

With this reassurance from Congress, coupled with the expanded authority 
implicit in the bill before the committee, we are confident that the Export 
Import Bank will carry out the program with imagination and great effectiveness 

CONCLUSIONS 

In brief, therefore, we endorse the provisions of the pending bill, S. 3580, 
as far as they go. We urge that the committee, in its report of action on the 
bill, state its intent that the Export-Import Bank should initiate promptly 
a positive program of expanded exporter credit and development loan assistance 

In this connection, the need for constant review of the problems of interna 
tional trade should be fully recognized. We are therefore pleased to note that 
the legislation contains provision for an advisory committee. This is entirely 
appropriate, particularly in the light of the fact that the pending bill appears 
to represent a joint expression of viewpoint by legislative and administrative 
officials in the Government, as well as most of industry. It would be desirable, 
in our view, that the advisory committee make periodic reports, and that those 
reports be available to Congress and the general public. This will enable the 
Chairman of the Export-Import Bank and cognizant congressional committees 
to have a constant picture of the problems in the export field, with particular 
reference to exporter credit and economic development loan assistance 

It has been a privilege for the Machinery and Allied Vroducts Institute to 
uppear here today, and I wish to add my personal appreciation for the oppor 
tunity and your interest. 

The CHamman. Our next witness will be Mr. John R. Allison, 
representative for the Norton Bear-Manning Overseas, Inc., and the 
National Machine Tool Builders Association. Do you have a pre- 
pared statement ¢ 


STATEMENT OF JOHN R. ALLISON, REPRESENTATIVE, NORTON 
BEAR-MANNING OVERSEAS, INC., AND NATIONAL MACHINE TOOL 
BUILDERS ASSOCIATION 


Mr. Auuison. Mr. Chairman, I do not have a prepared statement. 

The CuarrmMan. Will you proceed in your own way ‘ 

Mr. Auuison. I do not propose to take very much of the committee’s 
time. 

The Cuarrman. We are delighted to have you. 

Mr. Atuison. I want to express the vital concern of the Machine 
Tool Builders of the United States to anything that affects the Export- 
Import Bank. The vital importance of the machine-tool industry to 
the United States is well known. It is equally true that the tradi- 
tional share of the export market in machine tools is of vital im- 
portance to that industry and the United States. 

It has been quite disturbing in recent times to see our traditional 
share of that market substantially decline from the historic percent 
of 25, roughly. It was 7 percent in 1952 and 7.2 percent in 1953, 

This, of course, has many causes, some of which we could cope with 
as private companies, some of which we have not been able to cope 
with. 


{8560-——H4 6 
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The decline is having two serious effects which will be progressive 
in nature if it continues much longer. The first of these is the poten- 
tial loss of dealers abroad. These men have been trained by our com- 

panies. They are loyal. They have perhaps 25 or 50 years of exneri- 
ence in selling American machine tools in foreign countries. They 
must, however, be able to support their organizations, and if they are 
not they will have to sell German, Japanese, Italian, or other machine 
tools. . he loss of those pe ople might be irre pl iceable. 

The Cuamman. You say the sale of machine tools is falling off? 

Mr. Ngeeng Its export abroad. 

The Cuarman. That is what I mean. 

Mr. Auuison. That is right. Domestically it has fallen off too. 

The CHarrMan. What is the reason for that ? 

Mr. Auuison. The reasons are several. First, there are several we 
can deal with. Prices are one. We put a great deal of labor into a 
machine tool, and the cheap labor abroad—— 

The CuarrMan. European manufacturers are underselling you? 

Mr. Auutson. That is correct. 

The Cuarrman. Are you losing business also because of longer 
terms? 

Mr. Auuison. That is one of the principal factors. We can deal with 
price, quality, salesmanship problems, but we find that with the as- 
sistance of foreign governments machine-tool manufacturers abroad 
are able to offer substantially better terms. Just yesterday a letter 
came to my desk which might be a practical example in which you 
would be interested. 

The Cuarrman. Would you care to read it? 

Mr. Auuison. I can read that portion of it which is pertinent. It is 
stated with respect to a proposal: 

The Germans also are offering to accept the order with 10-percent cash against 
shipping papers and the balance in 24 equal monthly payments. The writer ap- 
proached the president of the company, and he admitted the German equipment 
they have is very limited as to capacity. He would prefer American machines, 
but our prices are somewhat higher and our terms are much too hard. 

We submit that these German manufacturers and others are able 
to offer these terms only through the support, help, and capital pro- 
vided by their governments. We cannot compete with a foreign gov- 
ernment as private companies. 

The Cuarrman. And we help their governments? 

Mr. Atuison. Yes. We do help their governments, which makes it 
just that much more difficult. 

With respect to the proposed bill, we agree completely with the ex- 
pressions of Mr. Stewart, who preceded me, and others who have ap- 
peared before your committee. We particularly favor, of course, 
the achievement of an independent status of the Export-Import Bank, 
the maintenance of that independence, and we have great hopes as 
a result of the appointment of the advisory board from the point of 
view of ad ising the bank on practical everyday problems. 

Additional lending canacity also should be useful. We would like 
to emphasize, however, that we are under the impression that the bank 
has placed undue emphasis—let’s not say “undue emphasis”—it has 
placed emphasis on large —~ with specific economic implications 
far as the foreign countries are concerned. That leaves uncovered 


AS 
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a large number of what you might call normal business transactions 
which badly need medium and, in some cases, short-term financing. 
We submit that the Export-Import Bank should make available a con- 
tinuing line of credit for credit-worthy institutions and worthwhile 
shipments and a moderate amount of funds for shipment of machine 
tools abroad. 

The Cuarman. There is no question about it in my mind. Thank 
you very much. We appreciate your testimony. Again, no one can 
quarrel with what you say. 

Here is the story on exports and imports. Exports of goods and 
services in 1953 amounted to $21 billion. Imports amounted to $16 
billion. However, $6,197 million of the exports were paid for by 
the foreign assistance of the United States. In other words, we gave 
them $6 billion to buy the goods. You have to take that off the $21 
billion, which would bring it down to $15 billion. So we actually 
exported $15 billion and imported $16 billion. So, as I say, it runs 
about the same. I don’t know why we spent time on it. We all knew 
that it ran about equal. 

At the moment our imports are running greater than our exports, 

if you do not take into consideration the amount of mone v that we 
are spending over there through the military. For ex: umple, in 1950 
the exports were $14 billion and the imports were $12 billion. In 
1951 the exports were $20 billion and imports were $15 billion. In 
1952 they were $20 billion and $15 billion. You have to take off the 
United States Government grants and a lot of military spending. It 
is about 6 of 1 and a half-dozen of the other. It runs about the same. 

Our next witness will be Mr. William C. Simon, general counsel 
for the Citizens Advisory Committee. 

I would like a list of the Citizens Advisory Committee because I 
want to place it in the record at this point. It is a group of 131, I 
believe. It is made up of businessmen, labor leaders, farm leaders, 
and other exporters who are constituted as an advisory group to this 
committee. 

Without objection, we will just reproduce this little pamphlet, 
except that there is no necessity for putting in the names of the com- 
mittee members and our staff because that is already a part of the 
record. Without objection, we will place into the record the names 
and affiliations of the advisory group to this committee. 

(The list referred to follows:) 


CITIZENS ApVISORY COMMITTEE TO THE SENATE COMMITTEE ON BANKING AND 
CURRENCY 


OF FICERS 


Chairman: Roy C. Ingersoll, president, Borg-Warner Corp., 310 South Michigan 
Avenue, Chicago, II. 
Vice chairmen: 
Alan H. Temple, executive vice president, the National City Bank of New 
York, 55 Wall Street, New York, N. Y. 
Robert C. Graham, 515 Northwest First Street, Washington, Ind. 
Secretary: Vance Brand, vice-president and general counsel, Grimes Manufac- 
turing Co., Urbana, Ohio. 
Counsel: William Simon, 1001 Connecticut Avenue NW., Washington, D. C. 
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MEMBERS 


F. Clayton Albert, vice president in charge of sales, Southern Coach Manufac 
turing Co., Inc., Birmingham, Ala 

Beattie B. Balentine, chairman of the board, Balentine Packing Co., Greenville, 
5. C 

H. W. Balgooyen, vice president, American & Foreign Power Co., Inc., 2 Rectcr 
Street, New York, N. ¥ 

Herbert Darchoff, executive vice president, Eastern Brass & Copper Co., Inc., 
1122 East 180th Street, New York, N. Y. 

J. I. Baron, president, Baron Steel Co., Toledo, Ohio. e 

Daniel W. Bell, president, American Security & Trust Co., Washington, D. C. 

Dr. Earl W. Bennett, vice president and chairman of the board of directors, Dow 
Chemical Co., Midland, Mich 

Edward L. Bernays, 26 East 64th Street, New York, N. ¥ 


Walter Bir , Chairman of the board, Valley National Bank, Phoenix, Ariz. 
Harold Bishop, president, Joseph H. Wheelock & Co., 274 Sumner Street, Boston, 
M 


Herbert H. Bloom, president, the Massey-Harris Co., Racine, Wis. 


Jules I. Rogen, College of Commerce, New York University, New York, N. Y. 

Nrne R. Breech, executive vice president, Ford Motor Co., Dearborn, Mich. 

Her P. bristol, chairman of the board, Bristol-Myers Co., 630 Fifth Avenue, 
New York, N. Y 

Russe B. Brown, general counsel, Independent Petroleum Association of Amer 


pe 

ica, 1110 Ring Building, Washington, D. C. 

Meade LGrunet, vice president and managing director, RCA international division, 
Radio Corporation of America, 30 Rockefeller Plaza, New York, N. Y 

M. I>). Bryant, president, Texas Independent Producers Royalty Owners Associa 
tion, Austin, Tex 

A. V. Burch, president, Burch Plow Works, Ine., Evansville, Ind. 

Wilbur G. Carlson, member, board of directors, Dairy Industries Society Inter 
national, 1108 16th Street NW., Washington, D. C 

H. Beach Carpenter, president, American Sugar Refining Co., 120 Wall Street, 
New York, N. ¥ 


H. J. Carr, vice president, Owens-I]linois Glass Co.. Toledo, Ohio 
Paul Carrington, Mercantile Bank Building, Dallas, Tex 
Gen. Lucius I). Clay, chairman of the board, Continental Can Co., Inc., 100 East 


12d Street, New York, N. Y 

T. Jefferson Coolidge, chairman of the board, United Fruit Corp., 80 Federal 
Street, Boston, Mass 

n Cortney, president, Coty, Inc., 750 Fifth Avenue. New York, N. Y. 

Charles R. Cox, president, Kennecott Copper Corp., 161 East 42d Street, New 

York, N. Y 

Edward F. Creekmore, E. F. Creekmore & Co., Inc., New Orleans, La. 

W. W. Cumberland, Ladenburg, Thalmann & Co., 25 Broad Street, New York, q ‘ 
Bes de 

Virgil D. Dardi, president, Blair Holdings Corp., 44 Wall Street, New York, N. Y. 

Erwin N. Darrin, chairman, board of directors, Draper Corp., Post Office Box 
2465, Spartanburg, 8. C 

Walter S. Doxsey, president, American Steel Warehouse Association, Inc., 442 
Terminal Tower, Cleveland, Ohio 

Stephen DuBrul, executive in charge of business research staff, General Motors 
Corp., Detroit, Mich 

Robert E. Dwyer, president, Anaconda Copper Mining Co., 25 Broadway, New 
York, N. Y. 

Victor Emanuel, chairman and president, Avco Manufacturing Corp., 420 Lex- 
ington Avenue, New York, N. Y. 

George S. Eveleth, Jr., executive vice president, International General Electric 
Co., 570 Lexington Avenue, New York, N. Y. 

Lamar Fleming, Jr., president, Anderson Clayton & Co., Post Office Box 2538, 
Houston, Tex. 

William C. Foster, president, Manufacturing Chemists Association, 246 Wood- 
ward Building, Washington, D. C. 

Carl B. Fritsche, vice president, Reichhold Chemicals, Inc., Post Office Box 6, 
Alexandria, Va. 

Gwinn Follis, chairman of the board, Standard Oil Co. of California, 225 Bush 


Street, San Francisco, Calif 
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W. Brooks George, assistant to the president, Larus Bro. Co., Inc., Richmond, Va. 

James Gerity, Jr., president, Gerity Michigan Corp., Adrian, Mich. 

Bernard Goldfine, Strathmore Woolen Co., 35 Kneeland Street, Boston, Mass. 

George Gund, president, Cleveland Trust Co., Euclid Avenue and Ninth Street, 
Cleveland, Ohio 

Samuel Harrell, chairman, executive committee, Acme Evans Co., Ine., Indi- 
anapolis, Ind. 

Gen. William H. Harrison, president, International Telephone & Telegraph Corp., 
67 Broad Street, New York, N. Y. 

A. J. Hayes, international president, International Association of Machinists 
Ninth and Mount Vernon Place NW., Washington, D. C. 

Reuben B. Hays, president, First National Bank of Cincinnati, Cincinnati, Ohio 

James Hill, Jr., president, Sterling Drug, Inc., 1450 Broadway, New York, N. Y. 

Harry B. Hilts, secretary, Empire State Petroleum Association, 122 East 42nd 
Street, New York, N. Y. 

Owen FE. Hitchins, president, Tri-State Mine & Mill Supply Co., Ine., Cumber 
land, Md. 

Paul G. Hoffman, chairman of the board ,the Studebaker Corp., 4530 Loma Vista 
Avenue, Los Angeles, Calif. 

BE. C. Hyde, director, Maine Industrial Mobilization Division, 477 Congress Street, 
Portland, Maine 

Dudley 8S. Ingraham, vice president, E. Ingraham Co., Bristol, Conn. 

John K. Jenny, assistant director, foreign relations department, E. I. du Pont 
de Nemours & Co., Wilmington, Del 


’ 


Erie Johnston, president, Motion Picture Association of America, Inc., 1600 I 
Street NW., Washington, D. C. 
W. Alton Jones, chairman of the board, Cities Service Oil Co., G0 Wall Tower, 


New York, N. Y. 

Paul Kayser, president, El Paso Natural Gas Co., Bassett Tower, El Paso, Tex. 

J. Ward Keener, vice president, the B. F. Goodrich Co., Akron, Ohio 

Frank A. Kemp, president, the Great Western Sugar Co., Denver, Colo. 

Allan B. Kline, president, American Farm Bureau Federation, 221 North La Salle 
Street, Chicago, Il 

William E. Knox, president, Westinghouse Electric International Co., 40 Wall 
Street, New York, N. Y 

Elliott H. Lee, vice president, Guaranty Trust Co. of New York, 140 Broadway, 
New York, N. Y. 

P. EK, H. Leroy, vice president, the Goodyear Tire & Rubber ‘o., Akron, Ohio. 

John L. Lewis, president, United Mine Workers, Washington, D. C. 

Norman M. Littell, 1824 Jefferson Place NW., Washington, D. C 

Mitchell S. Little, president, the Smyth Manufacturing Co., Hartford, Conn. 

Arthur Littleton, 123 South Broad Street, Philadelphia, Pa 

A. E. Lyon, executive secretary, Railway Labor Executives Association, 10 
Independence Avenue, Washington, D. C. 

G. P. MacNichol, Jr., president, Libbey-Owens-Ford Glass Co., Toledo, Ohio. 

John lL. MeCaffrey, president, International Harvester Co., 180 North Michigan 
Avenue, Chicago, Ill. 

James Ek. McCarthy, dean, College of Commerce, University Notre Dame, Notre 
Dame, Ind 

Earl McClintock, member, board of directors, Paramount Pictures Corp., 1450 
Broadway, New York, N. Y. 

John J. McCloy, chairman, board of directors, the Chase National Bank of the 
City of New York, Pine Street, corner Nassau, New York, N. Y. 

George M. McCoy, vice president, Borden Food Products Co., 350 Madison 
Avenue, New York, N. Y. 

Norbert A. McKenna, Reynolds & Co., 120 Broadway, New York, N. Y. 

John W. McHaffie, vice president, National City Bank of Cleveland, Euclid 
Avenue and Sixth Street, Cleveland, Ohio. 

J. F. MeLaurin, president, National Cotton Ginners Association, Bennettsville, 
8. C. 

George Meany, president, American Federation of Labor, A. F. of L. Building, 
Washington, D. C. 

Don G. Mitchell, chairman of the board, Sylvania Electric Vroducts, Ine., 1740 
Broadway, New York, N. Y. 

Joseph F. Molloy, export sales manager, Crompton & Knowles Loom Works, 93 
Grand Street. Worcester, Mass. 

Walter S. Montgomery, president and treasurer, Spartan Mills, Spartanburg, 
8. C. 
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James W. Morgan, president, Ayrshire Collieries Corp., Indianapolis, Ind. 

Herschel Newsom, master, National Grange, 744 Jackson Place, Washington, 
D. C. 

Nicholas H. Noyes, chairman, finance committee, Eli Lilly & Co., Indianapolis, 
Ind. 

Richard O’Connor, chairman of the board, Magnavox Co., Fort Wayne, Ind. 

James G. Patton, president, National Farmers Union, 1555 Sherman Street, 
Denver, Colo. 

Benjamin Parran, St. Lenoard, Md. 

S. S. Parsons, president, Parsons Engineering Corp., 2545 East 79th Street, 
Cleveland, Ohio. 

Tom Pickett, executive vice president, National Coal Association, Southern 
Building, Washington, D. C. 

Warren Lee Pierson, chairman of the board, Trans World Airlines, Inc., 630 
Fifth Avenue, New York, N, Y. 

Walter C. Ploeser, president, Grant, Ploeser & Associates, Inc., 50 South Bemis- 
ton Avenue, Clayton (St. Louis), Mo. 

G. C. Pound, president, Kraft Food Co., 500 Peshitigo Court, Chicago, Tl. 

Stanley Powell, vice president, California Packing Corp., 215 Freemont Street, 
San Francisco, Calif. 

Emil Rieve, president, Textile Workers Union of America, 99 University Place, 
New York, N. Y. 

F. M. Rivinus, Jr., president, Smith Kline & French International Co., 1530 
Spring Garden Street, Philadelphia, Pa. 

Reuben B. Robertson, Jr., president, Champion Paper & Fibre Co., Hamilton, 
Ohio. 

Dr. M. O. Ross, president, Butler University, Indianapolis, Ind. 

Dr. Paul D. Sanders, editor, the Southern Planter, 223 Governor Street, Rich- 
mond, Va. 

William D. G. Scarlett, president, Ramsay, Scarlett & Co., Inc., Keyser Building, 
Baltimore, Md. 

Harvey L. Schwam, president, American Trust Co., 70 Wall Street, New York, 
mses 

George C. Seybolt, secretary, Wm. Underwood Co., Watertown, Mass. 

Miss Dorothy Shaver, president, Lord & Taylor, Fifth Avenue, New York, N. Y. 

Leo N. Shaw, vice president and cashier, National City Bank, 55 Wall Street, 
New York, N. Y. 

Andrew B. Shea, first vice president, W. R. Grace & Co., 7 Hanover Square, New 
york, N.Y. 

James G. Shennan, president, Elgin National Watch Co., Elgin, Ill. 

Stanley Simon, vice president, Bulova Watch Co., Inc., Flushing, L. IL. N. Y. 

Calvin L. Skinner, secretary and treasurer, Tri-State Packers’ Association, Inc., 
Easton, Md. 

John E. Slater, president, American Export Lines, Inc., 37 Broadway, New York, 
Pees . 

Russell G. Smith, executive vice president, Bank of America, San Francisco, 
Calif. 

W. Cordes Snyder, Jr., president, Blaw-Knox Co., Farmers Bank Building, 
Pittsburgh, Pa. 

Louis Stein, president, Food Fair Stores, Inc., 2200 East Allegheny Avenue, ¥ y 
Philadelphia, Pa. 

William Stern, president, Dakota National Bank of Fargo, Fargo, N. Dak. 

William B. Stokely, Jr., chairman of the board of directors, Stokely-Van Camp, 
Inc., Indianapolis, Ind. 

Allan Strauss, TV International, Inc., 75 West Street, New York, N. Y. 

George H. Thornley, 860 Fifth Avenue, New York, N. Y. 

Juan Trippe, president, Pan American World Airways System, 135 East 42d 
Street, New York, N. Y 

Arie Vernes, president, Philips Export Corp., 100 East 42d Street, New York, 
Mas 

Jamshed Vesugar, 2231 Bancroft Place NW., Washington, D. C. 

Walter von Tresckow, financial and economic consultants, 400 East 52d Street, 
New York, N. Y. 

Herbert K. Webb, first vice president, Philadelphia Wood & Textile Association, 
116 Chestnut Street, Philadelphia, Pa. 

Ernest T. Weir, chairman of the board, National Steel Co., Pittsburgh, Pa. 

Leo D. Welch, treasurer and director, Standard Oil Co. of New Jersey, 30 Rocke- 
feller Plaza, New York, N. Y. 
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Arthur O. Wellman, president, Nichols & Co., Inc., 140 Federal Street, Boston, 
Mass. 

Joseph M. Wells, executive officer, Homer Laughlin China Co., Newell, W. Va. 

F. K. Weyerhaeuser, president, Weyerhaeuser Sales Co., St. Paul, Minn. 

Gordon Willis, vice president, Farmers Bank of the State of Delaware, Dover, 
Del. 

John H. Wilson, treasurer, the Coca-Cola Export Corp., 515 Madison Avenue, 
New York, N. Y. 

George W. Wolf, president, United States Steel Export Co., 30 Church Street, 
New York, N. Y. 

Howard I, Young, president, American Zinc, Lead & Smelting Co., St. Louis, Mo. 

William B. Ziff, Ziff-Davis Publishing Co., 8366 Madison Avenue, New York, N. Y. 
The CHairman. I just want to publicly thank each and every one of 

them for serving on this committee and to say they have done an 

excellent job. ‘hey have given of their own time. They have even 

paid all of their own expenses. We havent paid them 1 penny. 

They are serving without pay, and even at expense to themselves. 


STATEMENT OF WILLIAM C. SIMON, GENERAL COUNSEL, CITIZENS 
ADVISORY COMMITTEE TO THE SENATE BANKING AND CUR- 
RENCY COMMITTEE 


Mr. Simon. Mr. Chairman, shortly after your advisory committee 
was organized a questionnaire was submitted to each member of the 
committee covering I believe substantially all of the financial aspects 
of expanding international trade. ‘The questionnaires were returned 
and subcommittees were appointed to deal with each of the subjects 
covered by the questionnaire and the responses. 

I would like to say that most of the responses indicated that a very 
substantial amount of thought and effort had gone into their prepara- 
tion by the members of the committee. 

After the subcommittees had evaluated the responses for each see- 
tion, a draft report was prepared and submitted to the members of 
the committee. The committee met here, as you know, on May 20 and 
21 and went over most of the report. There were some subjects in 
which the committee was not unanimous and in which they thought 
they should have a little more time to reach their ultimate conclusions. 
However, that section of the report dealing with the Export-Import 
Bank had virtually no lack of unanimity among the members of the 
committee, 

There were 1 or 2 members of the committee who thought that the 
Export-Import Bank should be disbanded. I believe one member of 
the committee thought the bank should make no loans that compete 
with domestic concerns, and 1 or 2 members of the committee who 
thought it should be very vastly expanded. 

With those very few exceptions the committee was unanimous that 
the bank should continue with a modest expansion of its present 
activities, and the committee was unanimous that the bank has been 
doing a good job and should be encouraged to continue that job. 

Following the introduction of your bill, the career of the committee 
concluded that since more time was desirable for some of the sections 
of the report where we were not unanimous, we would divide the 
report and submit to you at this time an interim report covering the 
Export-Import Bank and the conclusions and recommendations of the 
committee on that part, and ask your indulgence that we be permitted 
to give you later in the year the remaining portions of the report. 
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Following the May 20-21 meeting we redrafted the report to include 
in that section dealing with the bank all the changes that had been 
suggested by each member of the committee with the exception only 
of those changes that were overwhelmingly turned down by the com- 
mittee. 

Last week we submitted to each member of the committee the revised 
report. Iam confident there won't be more than 2 or 3 percent of the 
committee who will disagree with it. We did in our transmittal letter 
advise them they have until June 30 to advise us whether they wish 
to be reported as disapproving the report or whether they have any 
special or separate comments to ask. 

In view of the fact that you propose to close your pub lic hearings 
before that, I would like to submit a copy of the report, if we may, 
vith the understanding that by June 30, we will supplement this sub- 
iInission ior the record, W ith the views of an) indiv iclual member who 
Wi he to be recorded contra \ wise to t} AT whi h IS ¢ xpressed in the 
report. 

The Cuarrman. Without objection, the report will be made a part 

he record, W ith the understand ng, of course, that it is an interim 
report and that the members of the adv sory committee as a whole 


ve ee ene report and may well doso. We will accept 


it and make it a part of this record, because of the necessity of closing 
ee es 1 bill reported favorably to the floor of the 
menate o it can be enact d n tl session of Congress. We are all 
of one mind, and that is we want some additional legislation in this 


ion of Congress on the export Import Bank. 
(The report referred to follows:) 


I ‘IM Repo ” THE Crrizens’ Apvisory Comuirter To Srupy THE FINAN 
As! 'S OF THE EXPANSION OF INTERNATIONAL TRADI 


(Roy C. Ingersoll, chairman) 
PREF ACI 


1. This Citizens’ Advisory Committee was appointed by the Banking and Cur- 


ency Committee of the United States Senate on September 15, 1953, to study 
the Export-Import Bank, the International Bank for Reconstruction and De- 
‘lopment, and the financial aspects of the expansion of international trade. 


The work of the committee has proceeded under the chairmanship of Roy C. 
Ingersoll, president, Borg-Warner Corp 

2. A steering committee, composed of 10 members of the committee, prepared 
a comprehensive questionnaire which was submitted to all members of the 
Cc ymmittes 

Responses from members of the committee indicated that many members 

had given very serious study to this problem, and they reflected many weeks of 
work on the part of the individual member as well as, in some cases, large 
research staffs under their direction 

+. Subcommittees were appointed by the chairman to evaluate various sec- 
tions of these responses, and careful analyses were made of each of these 
responses, 

5. The reports of these subcommittees were reviewed by another subcommittee 
at meetings in Washington, beginning in February 1954 through April 30, 1954. 

6. A draft report was prepared by that subcommittee consisting of seven chap- 
ters. This draft was submitted to each member of the committee for analysis 
and comment 

7. A meeting of this Citizens’ Advisory Committee was held in Washington 
on May 20-21, 1954. Consideration was given to many sections of the draft, 
but time did not permit a full consideration of all sections of the draft and all 
of the amendments proposed thereto. 
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8. Following the meeting on May 20-21, the committee determined, in view of 
the pending bill to amend the Export-Import Bank Act, that it would be advis- 
able to submit an interim report relating only to the section dealing with the 
Export-Import Bank and the International Bank for Reconstruction and Devel- 
opment. The final report, incorporating all pertinent sections, will await fur- 
ther study by the committee. 


INTERIM REPORT 


rHE EXPORT-IMPORT BANK OF WASHINGTON, HISTORY AND PRESENT FUNCTIONING 


9. The Export-Import Bank, founded approximately 20 years ago, was estab 
lished with the clearly outlined purposes contained in its enabling legislation to 
“aid in financing and to facilitate exports and imports and the exchange of com 
modities between the United States or any other Territories or insular posses 
sions and any foreign country or the agencies or nationals thereof 

10. The experiences of many members of the committee and the record ot 
the Export-Import Bank gives ample evidence that its officers and staff have 
performed creditably within the limits imposed by changing management and 
changing policies. 

11. The Export-Import Bank's lending operations appear large; its presently 
outstanding loans total approximately $2.8 billion and additional loan com 
mitments of $500 million are outstanding. However, the total of these sums 
is less than the private investments in Canada alone by United States nationals, 
This committee overwhelmingly favors a continuation of the bank’s operations. 
It recognizes the current transitional phase from governmental finance to private 
finance which should ultimately end in governmental withdrawal from the field 
However, for the immediate future its functions should be larger, more aggres 
sive, and directed in accordance with the recommendations made later in this 
report. 


THE INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT, HISTORY AND 
PRESENT FUNCTIONING 


12. Following the Bretton Woods Conference, the International Bank for 
Reconstruction and Development was established. It now has subscribed capital 
from 56 countries of over $9 billion. Over $1.8 billion has been paid to the 
bank, in various currencies but largely in dollars or dollar equivalents, by the 
subscribing countries. Net loan commitments have been made of over $1.5 
billion. The IBRD has sold its own obligations, payable largely in dollars, in 
the amount of approximately $0.6 million. 

13. The United States Government has paid in to the capital account of the 
IBRD $635 million, and has assumed a liability in its subscription to capital 
stock of the bank for an additional $2.54 billion. 

14. The primary purposes of the bank, as indicated by its title, are to finance 
projects which serve the reconstruction and development of its member countries 
on such a sound basis as to establish a credit base for the issuance of its own 
obligations. 

15. The IBRD has been efficiently managed by personnel recruited from 
many nations and its operations and policies have been truly international 
in character without prejudice or favoritism in respect of its lending to any 
member country. There is ample evidence that the management of the bank 
adheres to sound banking principles and has conducted its operations with 
strict discipline. 

16. The IBRD is authorized by its charter to lend funds, on a short- or long 
term basis, to governments or to private or government-controlled entities when 
guaranteed by the government of the borrowing country. In consequence of 
this policy, as required by its charter, almost all the loans of the IBRD have 
been made to governments or to public utilities. 

17. A majority of the committee believes that this restriction, in respect 
of government loans and government guaranties, tends to discourage any effort 
on the part of the governments of borrowing countries to establish conditions 
conducive to private financial of similar or the same projects in the hor 
rowing country and, to this extent, tends toward socialism or statism. 

18. It is apparent that the IBRD can provide only part of the finance neces- 
sary for the full development of the member countries or the international trade 
which can contribute to their individual and common prosperity. As cannot 
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be repeated too often, only private finance can fully, in an ideal and normal 
world, provide this function. 

19. The IBRD has rendered an historic service to the international com- 
munity by the sale of its own direct obligations to the private investor. It 
has not, as yet, established its credit on the basis of the performance of bor- 
rowing countries as the test period is far too short. It has introduced, par- 
ticularly to the American financial community, more knowledge of the require- 
ments for international finance and the manner in which those requirements may 
be satisfied, than ever before in the history of the United States. 


SUMMARY OF RECOMMENDATIONS 


COMMITTEE RECOMMENDATIONS AS TO THE EXPORT-IMPORT BANK CHANGES IN 
AUTHORITY FOR IM MEDIATE CONSIDERATION 


20. We recommend that the Export-Import Bank Act be amended as follows: 

(a) The Export-Import Bank of Washington should constitute an independent 
agency of the United States. Neither the bank nor its functions, powers, or 
duties should be transferred to or consolidated with any other department, 
agency, or organization of the Government, nor be made subordinate in any way 
to any other organization such as the IBRD. 

(6) The lending authority of the Export-Import Bank shall not be limited as 
to term or type of loan and be restricted only by sound banking practice and the 
national interest of the economy of the United States. 

(c) The lending authority shall be substantially increased. 

(d) To remove the direct cash drain on the Treasury of the United States, re- 
sulting from the lending operations of the Export-Import Bank, and to provide 
an opportunity for establishing a broad and true auction market for its own 
direct obligations and for its own guaranteed or unguaranteed portfolio of loans, 
as is already established for the obligations of the Treasury, the Export-Import 
Bank should be empowered to: 

1. Sell its own direct obligations. 

2. Sell all of any part of its portfolio of loans with or without its guaranty, 
the buyer to have the right to use the collateral to secure collateral trust ob- 


gations. 


CHANGES IN AUTHORITY FOR FUTURE CONSIDERATION 


We believe there should be further study of statutory measures pertain- 


export credit guaranties (export insurance and export financing) to aid 

n States infacturers to obtain export business on a basis competitive 

VN uanufacturers of foreign nations by the Senate Banking and Currency 
(‘o mittee 

\ subcommittee of this committee will be appointed further to consider 

this subject, as well as the subject of guarantees of private investments abroad 

nd other insurance or guaranty proposals made by members of the committee 


(c) Study should also be given to the propriety of the present policies of the 
Export-Import Bank pertaining to single small-business loans unrelated to proj- 


ects 


FUTURE POLICIES OF THE EXPORT-IMPORT BANK 


(a) The Export-Import Bank, as a primary objective of policy, should do 
everything possible to encourage private investment in foreign countries by cor- 
relative pari passu participation, or otherwise. 

(0) The reports of the bank should, to the extent possible, publish in detail 
its experionce in each foreign loan to the end that the American investor can be 
more familiar with the nature of international finance. 

(c) The Export-Import Bank should establish interest rates and maturities 
as closely as possible consistent with the interest and maturity requirements of 
private finance. Its operations should not be competitive with private finance, 
but rather should form a practical base on which private finance might ultimately 
perform the same functions. 

(dq) The lending operations of the Export-Import Bank should emphasize the 
financing of private enterprises abroad with preference to such projects as shall 
be owned by many rather than the few. 

(ec) The lending operations of the Export-Import Bank should place emphasis 
on the finance of projects in which American proprietorship has an equity in- 
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terest, with particular consideration of those projects in which equity is owned 
by United States nationals or is shared by foreign and United States nationals. 

(f) The lending operations of the bank should emphasize projects which serve 
our national requirements for strategic raw materials and the maintenance of 
a high level of activity in the United States of its agriculture and its strategic 
manufacturing and producing industries. 

(9g) The lending operations of the bank should be directed especially to the 
finance of export credits, as differentiated from the finance of projects, so that 
the large number of manufacturing exporters and trading exporters may have 
credit facilities for the finance on short-term and long-term for multitudinous 
customers. 


THE INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT RECOMMENDATIONS 


21. We recommend that the United States representative in the management 
of the IBRD urge changes in its present policies and charter as follows: 

(a) The charter of the international bank should be changed so.as not to 
require direct bank-to-government loans or government guaranties of all loans 
and to permit loans to private borrowers without governmental guaranties. 

(b) The policy of the IBRD in making loans should be not to compete with 
national private or governmental sources of finance, but rather for projects 
for which necessary credits are not obtainable from any other source. Its policy 
should be to encourage national finance, whether governmental or private. 

(c) The IBRD should establish a policy in respect of interest rates and Ma- 
turities for projects which might, under favorable circumstances, be susceptible 
of private finance so that such rates and maturities would be attractive to sources 
of private finance. 


SUPPORTING STATEMENT OF COMMENT AND CONCLUSIONS OF THE COMMITTEE WITH 
RESPECT TO THE EXPORT-IMPORT BANK AND THE INTERNATIONAL BANK FOR RECON- 
STRUCTION AND DEVELOPMENT 


22. This statement was prepared for this interim report from material sub- 
mitted by members of the committee. No member is responsible for the entire 


f 


statement and some statements may not always reflect the views of every member, 


Whenever possible a minority, as well as the majority, view is given 

23. Government intervention in the business economy should always be kept 
toa minimum. There are always dangers inevitably present when the financing 
of commercial operations is carried on by Government agencies rather than by 
private enterprise. In a fully normal world there might be no need for such 
governmental institutions as the Export-Import Bank and the International 
Bank for Reconstruction and Development. However, any curtailment of their 
function must be an objective for future rather than present achievement 

24. International trade is characterized now by many restrictions and dis- 
criminations. The movement of capital across national borders is currently 
crippled by the widespread inconvertibility of currencies and other associated 
barriers. Special measures are required to deal with thes« isting conditions. 


They may be required for years to come if we are to assist in the development of 
underdeveloped areas of the world and are to assist United States industry to 
export its goods to the willing buyers abroad. 

25. The facilities offered by the Export-Import Bank and the IBRD have 
been necessary in the difficult international financial conditions of recent years. 
They are still necessary, although some methods of operation should be changed. 
This view is shared by the large majority of the committee. In recent years 
the two banks have been among the few instruments by which capital from the 
United States, or elsewhere, available for international investment have been 
channeled into productive, worthwhile, and self-liquidating projects. The private 
international capital market is far from having achieved balance. 

26. It is therefore desirable that these lending institutions continue to fune- 
tion, accumulating experience, and work toward creating the conditions of inter- 
national monetary confidence that should ultimately allow private funds and 
capitalistic free enterprise system to perform an increasing and dominant role 
in the financial operations across national boundaries. 

27. A substantial majority of the committee believes that the lending opera- 
tions of both banks have helped to raise production, employment, and living 
standards abroad. They have also benefited the United States, not only through 
the stimulus given to our exports, but also through the contribution made to 
the general development of the free world economy. 
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28. The obligations or funds of United States taxpayers utilized in such self- 
liquidating projects of these banks probably will achieve more lasting benefit 
than much of the aid we have given in the form of economic grants. Faced with 
difficult problems, the two banks have done a creditable job toward accomplish- 
ing their respective purposes consistent with their avaiiable resources, 

29. It should not be necessary to repeat here the many arguments for helping 
free foreign nations to develop their resources and to raise their living stand- 
ards. While such development may in some cases create competition for 
United States producers, its major effect is to create wider markets and the 








possibility of expandi trade. An increased demand, and the availability of 
increased funds for greater purchases, are one way to eliminate oversupply. 
60. The Export-Import Bank and the IBRD should not be regarded as perma 
nent institution Nor should we ever let pass any reasonable opportunity to re- 
turn to private hands a greater share of the international financial activity 
These pul banks should always be regarded as a “reserve” to private financial 
stitutions. They should function only where private funds are not available. 
They should not compete with available private sources of credit. They should 
encourage private investment wherever possible and make every effort to obtain 
participation in their operations, on just and proper terms, by private banks, 
insurance companies, and other financial institutions as well as individuals 


The Export-]I port Bank hould efuse to lend to any country that does not 
make a determined and realistic attempt to attract private capital 


51. The committee strongly urges, moreover, that the policies of the two banks 


be so frame is to encourage private business enterprise as well as private 
finance. Private business and private finance will inevitably both be discouraged 
by continued lending to and through governments. We favor increased stress 


on loans to productive private enterprises abroad, while recognizing that capital 
must also be provided, especially by IBRD, for the public services needed to 
support a private economy We feel that loans made at realistic rates to private 
enterprise, and made with the maximum possible participation by private in 
vestors, will pave the way for transition to a period when private institutions 
will once again carry the major tasks and responsibilities of international 
finance 

62. There are a few members of the committee who feel that the Export- 
Import Bank, or the IBRD, or both banks, should either be abolished or severely 
curtailed hey argue that public agencies have no place in this field and stress 
the danger, fully recognized by other members of the committee, that foreign 
governments, finding themselves able to borrow freely from these banks, will 
lave no reason to meet the more realistic terms and conditions necessary to 
nterest private inve rs. 

oo. At the other extreme there are a few members of the committee who feel 
that the activities of one or both of the banks should be greatly expanded. 


The Export-Import Bank 


34. Members of the committee have had wide experience with the Export 


Import Bank, covering many different phases of its operations Most of those 
who have had direct dealings with the bank report their experience as most 
satisfactory Many of them expressed appreciation for the outstanding tech 
nical competence of the officials and staff of the bank, and haye commented on 
the careful handling given to loan applications. The Export-Import Bank has 


handled its assigned duties with notable success 

35. The Export-Import Bank was created to assist United States exporters to 
ell abroad to buyers unable to pay dollars on delivery for the goods \s shown 
more fully later, this is a facility furnished its exporters by many governments 
Nonconvertibility of currencies creates one of the primary needs for financing 
by such a bank. The bank should try to encourage private enterprise and 
finance to assume an increasing share of the functions and responsibilities now 
necessarily falling to the bank. The bank has, moreover, carefully adhered to 
its stated policy of refraining from competition with private lending institu- 
tions. However, greater emphasis could be placed on encouraging maximum 
participation by private enterprise and finance in its operations. 





Ss 


Erport-Import Bank guarantees of loans 


36. Although the bank should continue to lend directly whenever appropriate, 
its direct loans without private participation should be at a minimum. The 
fee for its guaranty should be adequate to cover both the risks involved and 
all other costs to the bank. 
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37. To develop active private participation in export trade financing, the 
Export-Import Bank should consistently seek wide distribution of its partici- 
pated guaranteed obligations. Interested banks and financial institutions, 
wherever located, should have opportunities of participating in such operations 
so that available sources of funds for financing export trade will be increasingly 
utilized. But this participation should not be at interest rates amounting to a 
subsidy to the lender. 

38. This guaranty practice can avoid difficulties in balancing the Federal 
budget inherent in making direct loans for the guaranty creates no obligation 
on the Treasury in the absence of default. However, the rate of return to the 
private investor on such guaranteed loans should not include any subsidy and 
must be based upon the fact that the debt is in effect an obligation of the United 
States Government. If the bank is prudently managed and the charge for its 
suaranty is commensurate with the risks undertaken, the bank should be able 
to assist United States exporters materially through such guaranties without 
cost to the Government 

39. Private exporters should not, however, expect what in effect is a subsidy 
from the United States Government through efforts of the Export-Import Bank 
to guarantee American exporters against losses arising from normal credit or 
exchange risks. We recognize that all countries must establish sound cur- 
rencies. This means the adoption of the correct fiscal policies, and the ad- 
herence to a stable and uniform monetary policy. 

40. We do not believe that the Export-Import Bank, either directly or by 
guaranties, should be asked to assist in financing exports solely for the purpose 
of covering the impediment to business arising from the fact that payment is 
received by the seller less quickly on his export business than on his domestic 
sales. The longer collection time for funds coming from foreign sources is just 
one of the costs of export sales. This cost must be allowed for by the seller. 

41. The Export-Import Bank should have the discretionary authority to lend 
short-term funds, when a private source for the funds is not available, but such 
a short-term loan must not offer the seller any guaranties which are not offered 
generally in similar loans for domestic purposes. We do not feel that a domestic 
exporter should be relieved from exercising himself any of the usual business 
precautions. Nor do we believe that he should be protected by the Export- 
Import Bank from any of the usual business risks faced by a seller in an export 
market 
Direct participation 

42. Where the Export-Import Bank acts as a lender rather than as a guaran- 
tor, participation in the loan on their own account by private financial institutions 
should be encouraged, either with or without recourse, as has been done on 
oceasion in the past. The widest possible participation should be encouraged. 
Under present conditions the participation of the Export-Import Bank, even 
in very moderate proportion, may make possible considerable private lending 
which would not otherwise be accomplished. 

48. The difficulties of determining self-supporting rates for loans are obvious 
and the problem may be increasingly complex in the case of guaranties or export 
credit insurance. But every effort should be made to eliminate any subsidy in 
the rates so that a sound approach to these financing operations may be possible 
on the part of both private enterprise and government. 

14. The question of subsidies applicable to exports is complicated by the fact 
that other industrial countries are in some instances aiding their exporters 
through excessively easy credit terms or by various insurance concessions, 
which do, in effect, represent a subsidy. While this problem is a difficult one, 
we do not feel that it would be in the public interest for the United States Gov- 
nerment to enter into that essentially unhealthy practice. 

45. The foreign-trade position of the United States must be maintained by 
world progress toward the elimination of restriction, and not by our partici- 
pation in a world trend toward export-by-subsidy. The legitimate needs for 
intermediate term financing of exports should be recognized. But the Export- 
Import Bank should finance only those projects which are financially sound. 
And it should refrain from making loans out of proportion to the future ability 
of the foreign country to earn dollars for the repayment of the loan. 


1iding private enterprise 


16. The bank should favor loans to private enterprises abroad in preference to 
loans to governments or government-controlled operations. This is especially 
so when the project being financed is one which would normally be expected to 





90 EXPORT-IMPORT BANK ACT AMENDMENTS OF 1954 ; 


to exclude loans for projects relating to irrigation or other basic services oper- 
ated by a government; but this does not mean subsidizing foreign governments 
to compete with private enterprise. 
Exrport-credit insurance 

47. Study might profitably be made of a program of export-credit insurance 
to cover the credit and exchange risk on foreign sales, perhaps along the lines 
established in such countries as Great Britain, Canada, and Western Germany, 
although any subsidy features in these programs of other countries should be 
eliminated in a plan for the United States. Under these plans of other countries 
the exporter is guaranteed collectibility and remittance (collection in local cur- 
rency and conversion into his own currency) for the bulk of the sale, but is 
required himself to carry a fixed percentage of the total risk. 


fall within the realm of private enterprise. This should not, of course, be taken | 
: 


48. It may be difficult, if not impossible, for a Government agency to make the 
necessary distinctions between different countries and different borrowers when 
it comes to setting rates and other conditions. Certainly, credit insurance is a 
matter for private insurance companies. For the near future, however, and 
until a backlog of experience is built up which might possibly encourage private 
financial institutions to enter the field, the Export-Import Bank may be the best 
source of insurance or guaranties against inconvertibility. 


Long-term loans 

19. We believe that the project loans of the Export-Import Bank have in gen- 
eral been successful. And we feel that it is not in the public interest for the 
bank to adhere to any rigid rule concerning the length of time for which loans 
ean be made. While many long-term loans, particularly those whose sole pur- 
pose is development of a foreign country, are more appropriately made by IBRD, 
a large majority of the committee feels that occasions will almost certainly con- 
tinue to arise when it is desirable for the Export-Import Bank to make such 
loans. 

50. Long-term loans on the part of the Export-Import Bank may be appropriate 
for the following reasons: 

51. (a) In holding finance export trade of the United States, the bank cannot 
ignore the fact that medium or long-term financing is appropriate for exports 
of heavy equipment and machinery. There are cases where, in the absence of 
such financing, either an export will not be made at all or it will be made by 
a foreign supplier whose competitive advantage lies solely in its ability to offer 
more generous credit terms. 

52. (b) The IBRD can lend only to its members. The Export-Import Bank 
is free to lend to other countries as well. The IBRD also requires that its 
borrowers purchase from the low bidder. This is a disadvantage to a United 
States exporter whose higher operating costs may deny him business, on which 
he cannot be the low bidder, even though the buyer prefers to purchase the 
United States product. 

53. (c) There are cases in which the United States has a paramount interest 
in a loan project and it is important that the United States be a direct party 
to the loan, whether or not it could be obtained from the IBRD. Examples in- 
clude loans for the development of strategic raw materials sources abroad, par- 
ticularly important in view of the long-run trend toward increased reliance by ' » 
the United States on imported raw materials. 

54. (d) Unlike the IBRD, the Export-Import Bank is not bound by its charter 
to require that any loan made to a private borrower be guaranteed by the gov- 
ernment of the borrower. The great bulk of Export-Import Bank loans to 
private enterprise abroad have been made without any such guaranty. The 
advantages of bypassing the Government guaranty requirement are discussed in 
the following section of this report, dealing with the IRBD. 





Independence of the bank 

5d. The committee believes that the maintenance of high standards is essential 
to the continued effective functioning of the Export-Import Bank. While acting 
as an instrument of United States policy and as an acknowledged representative 
of United States interests, the bank must also adhere to sound banking policies, 
and its loans should be justifiable, as far as possible, by economic, and not 
merely by political, standards. The bank should not be called upon to make 
uneconomic loans for political purposes. 





~ res 


EXPORT-IMPORT BANK ACT AMENDMENTS OF 1954 Ol 


Overlap between the two banks 

56. The functions of the two banks necessarily overlap in many areas. This 
is probably not serious but, perhaps more important, there is little that this 
jJovernment can do about it except to suspend the operations of the Export- 
Import Bank. That would not be in the public interest. 

57. One of the functions of the Export-Import Bank, which is wholly a United 
States institution, is to finance exports of United States exporters. Its purpose 
is to facilitate export sales by our nationals when the buyer either does not have 
the funds, or is unable to convert his local currency into dollars, to pay for the 
goods. 

58. The IBRD, as its name implies, is primarily to aid in reconstruction of 
World War II damage and the development of underdeveloped needy areas of the 
world. Its stock is owned by 55 nations. It can only make loans to its member 
nations, or loans that are guaranteed by its member nations. This bank is un- 
concerned with assistance to the exporters of any individual nation; its function 
is to aid the borrowing nation. The United States owns less than one-third of 
the stock of IBRD, although to date it has put up more than two-thirds of that 
bank’s money. Nations other than the United States have paid in $250 million 
in capital to the bank; the United States has paid in $635 million, or 71.7 percent 
of the total capital. Two hundred and thirty million dollars of the bank’s bonds 
were sold outside the United States; and $428 million were sold in the United 
States, or 64.7 percent of the total bonds. The bonds sold in the United States 
are in effect guaranteed by the United States Government because in the event of 
a default the United States would be liable to the extent of its unpaid capital 
subscription, which is more than the total of all bonds sold in the United States. 
(These figures are as of December 31, 1953.) 

59. The IBRD has adopted practices (requiring borrowing nations to pledge 
dollar reserves) which in effect requires its borrowers to restrict their interna- 
tional borrowing to that bank. The banking justification for this requirement is 
that it prevents borrowers from overextending themselvs through making several 
loans from different lenders. 

60. This practice, however, has led to complaints from United States exporters. 
There are United States exporters who have arranged sales, largely of heavy 
equipment, to foreign governments. On occasion these transactions cannot be 
financed by the Export-Import Bank because of contractual commitments by 
the horrower with IBRD which IBRD refused to waive. Generally, IBRI) is 
willing to itself make the loan, but this requires competitive bidding that fre- 
quently means sending the business outside the United States, even though the 
buyer is willing to pay a higher price for what it considers to be a better product 
from the United States. Since IBRD is owned, and managed, jointly by 55 na- 
tions, it is understandable that it insists on equal opportunity of sale for each 
nation. 


The World Bank 


61. Members of the committee have had considerable direct experience with 
the International Bank for Reconstruction and Development. This experience in- 
cludes transactions with both financial and industrial institutions. Those who 
have had direct experience with the bank, as well as those whose comments are 
based on observations only, generally agree that the activities of the IBRD have 
tended toward increased production and a higher standard of living in the bor- 
rowing countries. Its activities have also helped expand international trade and 
employment to the benefit of the world as a whole. 

32. This Bank has generally made loans only where private capital in the 
necessary volume was not available. The Bank’s operations have in many cases 
helped create a climate more conducive to private investment in the borrowing 
country. Moreover, it is recognized that this Bank has generally extended 
credit only for projects determined to be economically sound and where the 
responsibility of the borrowing country has been confirmed by a willingness to 
participate. 

63. There is a definite place, in the difficult economic conditions prevalent in 
the world, for an international institution able to enjoy the confidence now 
widely accorded to this Bank. The international character of the Bank has 
tended to reduce any suspicion of special interest and has allowed it to exert a 
healthy influence in the direction of financial stability. Moreover, the work done 
by the Bank in raising production levels and the standard of living in borrowing 
countries has added to the political stability and strength of the free world, as 
well as to opening the way to further private development. 
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64. A substantial majority of the committee feel that American participation 
in the IBRD has been and is justified from the standpoint of national self- 
interest. 

65. The IBRD has generally used its position to establish high standards for 
both borrowers and lenders in international finance, ‘and has set up machinery 
which may possibly be able to function on a larger scale, and with a larger degree 
of private participation, when international conditions are more favorable. 
However, certain aspects of the Bank’s operations are felt to militate against the 
development of private enterprise and finance to a degree considered undesirable. 


Criticism of Government guaranties 


66. We are most critical of, and vigorously oppose, the charter provision which 
requires that any loan by the IBRD to a private borrower be guaranteed by the 


borrower’s government. This provision tends to restrain private initiative and 
to promote government direction of private enterprise. The guaranty cannot 
help but give the government a considerable degree of influence in the borrowing 
enterprise. This may be appropriate in the case of a public-works project but 
not in an ordinary industria! or commercial undertaking. The effect of this 
guaranty requirement is not only to bring government into business but also to 
discourage private enterprise from seeking funds for worthwhile projects from 
the bank 

67. The experience of the Export-Import Bank indicates that government 
guaranties are not always necessary for successful operation. The IBRD should 
be allowed greater flexibility in providing development capital for private enter 
prise. Any additional risks thereby involved should be offset by the application 
of more realistic rates of interest. 

68. Private capital finds it difficult to finance such activities as the construction 
of roads, installation of sanitary facilities, improvement of ports, establishment 
of schools and hospitals, and similar activities which may render important public 
services but from which it is impossible to obtain direct revenue to service the 
costs of the facilities, maintain the properties or services, and eventually recover 
the capital values. These are the types of facilities for which a case may be 
made in favor of government ownership and operation. To the extent that the 
proposed borrowing governinents are in a position to repay the loans, the IBRD 
should be encouraged to make capital loans for such purposes. But advances 
should not be made unless repayment in accordance with reasonable requirements 
can be expected. 


MINORITY VIEW 


69. A few members of the committee feel that the activities of the IBRD 
should be curtailed, while others feel that they should be expanded. 


MAJORITY VIEW 


70. A substantial majority of the committee believe that the IBRD should 
continue its activities. However, they believe that it should put increased 
stress on the financing of productive private enterprise wherever possible and 
that it be allowed more flexibility in this respect, as noted above. The avail- 
ability of IBRD capital for Government-controlled enterprises may make foreign 
countries less anxious to create conditions that will foster private enterprise 
within their own borders and will attract private capital from abroad. The 
bank should take all possible action to counter this tendency. 

71. We are not unmindful that the charter of the IBRD can be amended only 
by the unanimous action of its 55 members—a difficult task, to say the least. 
Nevertheless, it is extremely important that it discontinue its current practice 
of requiring Government participation in all loans. 

72. The effectiveness of the IBRD should increase as it becomes able to 
mobilize capital from an increasing number of countries. While we recognize 
there there may be special conditions that have caused a very large proportion 
of the bank’s loans to be made in dollars, it is hoped that the currencies of 
other member countries will soon become available to, and will be utilized in 
increasing quantities by, the bank, in line with its true international character. 


The Cuarrman, I stated a moment ago the members of this advisory 
committee were serving without pay and paving their own expenses. 
The same has been true of Mr. Simon, the general counsel. He has 
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been serving without pay and has been paying his own expenses. We 
thank you very much, Mr. Simon. 

We are about ready to recess until tomorrow. At 10 o’clock to- 
morrow morning we are going to have an executive session to receive 
from the Federal Reserve Subcommittee its report on bills S. 3158, 
5. 3026, and S. 3268. Those are three bills that have to do with the 
Federal Reserve bank. The subcommittee, headed by Senator Bricker, 
has heard testimony on them, and the subcommittee will re port to the 
full committee in executive session tomorrow morning at 10 o’clock 
on those 3 bills. 

Then at 11 o’clock tomorrow we will again resume our hearings on 
this legislation, the Export-Import Bank legislation. Our witnesses 
tomorrow will be Mr. Boris Shiskin, of the American Federation of 
Labor, and Mr. Raymond Ogg, director of the department of inter- 
national affairs, American Farm Bureau Federation, and possibly a 
witness from the CIO and maybe some other witnesses. 

We will close our hearings tomorrow on the Export-Import Bank 
legislation. ‘Then on Friday at 10 o’clock the full committee will meet 
In executive session to mark up the Export-Import Bank bill, S. 3589, 
and report it favorably to the floor of the Senate, I hope. The com- 
mittee also on Friday morning, after we have reported this bill to 
the floor of the Senate or handled the bill, will listen to a report from 
our staff on the Federal Housing investigation. 

I wish each member of the committee to be present on Friday 
morning to hear the report of what we have done up to date with 
respect to the FHA investigation and what we propose to do in the 
future. I wish the staff would make certain that each member of 
this committee is notified that this will be an executive session. It 


will be very interesting, and every member of the committee ought 
to be present, 
I have some statements which will be inserted in the record. 


WALSTON & Co., 
New York, N. Y., June 14, 1954. 
The Honorable HoMer FE, CAPEHART, 
Chairman of the Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

HONORABLE Sir: I respectfully request of you that an opportunity be offered 
me to personally testify before your committee, as I rather strongly feel that 
the members of your committee did not receive full disclosure of the facts regard- 
ing the policies of the World Bank and Export-Import Bank of Washington. 

It is my contention that your committee did not even receive a correct historic 
report as to the World Bank and Export-Import Bank. I expect to be in a posi- 
tion to clearly show you, Mr. Chairman, and the members of your committee, 
that for certain reasons unknown to me it was not pointed out that under present 
circumstances the policy appears to be a continuation of “share-the-wealth policy” 
of the past administration. This point was not disclosed to you, as it appears 
to me. 

Moreover, it is felt that your committee should bring an amendment to any 
measure now enabling the Export-Import Bank of Washington in such a manner 
that no loans may be granted to countries having nationalized properties of non- 
residents without having arranged prompt and equitable payment to investors 
to their countries of residence. 

Until now the Export-Import Bank of Washington and the World Bank have 
granted loans to foreign countries without safeguarding our investors’ interest 
in those countries, and this is to such an extent that they have not even delayed 
vranting loans in instances where foreign countries have nationalized properties 
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in which American investors had investments without receiving any indemni- 
fication. 
Meanwhile, 
Respectfully yours, 
FRED HAUSDORFF, 
Foreign Department. 


STATEMENT OF FRED HAUSDORFF, ADVISER ON INTERNATIONAL FINANCIAL MATTERS, 
ASSOCIATED WITH THE FOREIGN DEPARTMENT OF WALSTON & Co., NEW YORK, 
Me 


After reading last Monday, June 14, 1954, the item, “Export-Import Bank” on 
the Dow Jones newsticker around 1 p. m., mentioning that your chairman, the 
Honorable Homer E. Capehart, did not know of any o;position to the bill boosting 
the lending authority of the Export-Import Bank of Washington, but invited 
interested companies and others to testify or send statements, J wrote your 
chairman per special delivery and asked to be called before your committee 
to testify. I strongly feel that your committee did not receive full disclosure 
and it is for this reason that I hope you will see fit to amend the pending bill 
in such a way that the Export-Import Bank of Washington will not be permitted 
to grant loans to any country having nationalized properties without having 
taken care for prompt and equitable payment to investors to their countries of 
residence. 

To my regret, I learned by telephone this Thursday, June 17, 1954, in the after- 
noon from the assistant counsel of your committee, Mr. Alex Clarke, that my 
letter of last Monday, June 14, 1954, had just reached him and that he would 
insert my letter of last Monday in the record of the hearings and was willing to 
do the same with any statement I may submit before Monday, June 21, 1954, at 
6 p. m 

I am not surprised to see that receipt by your committee of my written request 
for a personal appearance was delayed as I do not doubt that influences may 
well exist in Washington which do not like any opposition as represented by the 
amendment suggested by me. In the first place, our Department of State has 
proven in the past that it is not willing to take into consideration confiscation 
of property of American citizens under the euphoneous term of “nationalization” 
without compensation when favoring the granting of loans to foreign countries. 

Before asking for an opportunity to testify before your committee, I was in- 
formed at the World Bank that my suggestion to testify regarding nationalization 
without compensation was not liked, as it is the bank’s contention that the 
climate in Brazil is now favorable for settling pending claims. 

Liowever, I feel that after Brazilian authorities have given repeated assurances 
to that effect without carrying out their promises and in view of the fact that 
later this year elections are to take place in Brazil, I cannot share this optimism. 

An excellent example is certainly the instance of the American & Foreign 
Power Co., Inc., New York, N. Y., which company made representations without 
avail to our Department of State, when properties of this company were national- 
ized by the Argentine Government and without compensation to the American 
& Foreign Power Co., Inc., and notwithstanding this fact, the Export-Import 
Bank of Washington granted in 1950 a loan of approximately $10 million to the 
Argentine 

Now, this very same company, the American & Foreign Power, according to 
reports in the daily press, testified before your committee that it has borrowed 
from the Export-Import Bank approximately $73 million and that this bank’s 
independence should be established so it can continue to make loans. Some time 
ago, before the New York Society of Security Analysts, the president of this 
company indicated large amounts which it wanted to borrow from the Export- 
Import Bank for its subsidiaries in Brazil. 

It is a known fact that Brazil has done exactly the same as the Argentine, 
meaning nationalizing properties of nonresidents without compensation to the 
rightful owners. 

You see in this instance why it is urgently needed that the Export-Import 
Bank shall not be permitted to grant loans to countries having nationalized 
assets and properties without compensation, because every one wants to do busi- 
ness with the money of the Export-Import Bank without taking into considera- 
tion losses suffered by investors. 

Before our new administration took office I approached our present Secretary 
of State but without avail and he felt that it was in the interest of our exporters 
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' that the Export-Import Bank did grant a $300 million loan and that was done 
E on a Saturday, just a long holiday weekend, when nobody expected that Wash- 
ington would do anything. 

' At the time when the $300 million loan was granted by the Expert-Import Bank 
‘ to Brazil, I was informed in writing by the managing director of this bank that 


he has drawn the attention of the Brazilian authorities to the matter of the 
claims for compensation regarding nationalized properties and assets and that 
no extension of the loan would be granted. Nothwithstanding this assurance 
4 in writing the loan was extended on May 21, 1954 and I wonder whether it would 
not be interesting to the members of your committee to read the statement of 
the present managing director before the Senate committee considering con- 


( n firmation of his appointment. 
Years ago I was approached by Mr. Valentim F. Boucas, head of the Brazilian f 


Government Foreign Debt Settlement Agency and was assured that the Brazilian 
Government was about to settle the matter. I have never seen any payment, 
though Mr. Boucas even has inquired about the amount of securities held by my 
relatives, friends and clients, representing assets and properties nationalized by 
the Brazilian Government, but Mr. Boucas has never seen fit to come with any 
concrete settlement proposal. 

In 1952, when the World Bank discussed the granting of loans to Brazil, I 
asked in writing Mr. Eugene R. Black, president of the bank, whether he felt it 
appropriate to grant loans to Brazil as long as Brazil failed to compensate Ameri- 
can citizens for assets and properties nationalized by that Government. In reply 
I was informed by a member of his staff that this matter was taken up with 
the Brazilian authorities and that the latter had appro:nched their Government 
in Rio, coming back with the reply that they would coutact me for settling the 
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; pending Claims immediately after having signed the loan agreement in Wash- 
i ington. When the Brazilians failed to contact me I iniormed the World Bank 
; and upon its intervention the Brazilians approached me. After some discussion 


with the Brazilians I was advised in writing that the matter was given to their 
attorneys (letter of the Brazilian Treasury delegation, dated July 7, 1952, signed 
by Mr. Mario da Camara), but up to now—2 years after signing of the loan agree- 
ment—lI still have not heard from the Brazilians. 

Since that time I have regularly approached the World Bank and informed 
it that no settlement had taken place and that not even a proposal for settle- 
ment has been made. This had not prevented the World Bank from granting 
additional loans to Brazil during this 2-year period. Is it pertinent to ask why 
does the World Bank and our own Department of State discriminate against 
legitimate interests of American citizens and investors ? 

I understand that the above-mentioned Mr. Boucas has given assurances in 
the name of the Brazilian Government in June 1952 to the President of the World 
Bank, and the executive directors, representing our country, the United Kingdom, 
France, and Belgium that the pending claims in connection with the nationaliza- 
tion of the Sao Paulo-Rio Grande Railroad Co. will be settled. In spite of these 


~~ REE 


‘ é b assurances, made 2 years ago, no settlement nor even an offer for a settlement has 
been made. Mr. Boucas refused even to discuss the subject with Mr. Pierre 
Jaudon, president of the officially recognized protective committee for the bond- 


holders of this railroad company, representing probably the largest claim. 

Mr. Boucas even went to the extent of stating to me that should the World 
y Bank take an interest in this matter of pending claims, the Brazilian Government 
would not stand for it and withdraw from the World Bank organization. Identi- 
cal statements appear to have been made by Mr. Boucas to other persons. I have 
informed the World Bank of this attitude by Mr. Boucas. 

I do not want to take too much of your time but I like to stress the fact that 
many other instances of default by Brazil, as well as by other countries, appear 
to exist. In one instance, a settlement for a certain Brazilian bond issue in 
default was made by the Brazilian Government with securities holders and the 
original underwriter involved, but up until now this underwriter is out of sub- 
; stantial funds, although payment represented part of the settlement. In another 
i instance coupons representing interest on Brazilian bonds were never paid and 

for many years now a bank is awaiting payment. 

In 1940 the assets and properties of the Brazilian Railroad Co., an American 
company, were confiscated by the Brazilian Government. Those assets consist 
of the Sao Paulo-Rio Grande Railroad Co. as well as the port of Para. 

As to the port of Para, though year ago, a settlement was made with the 
securities holders, the then Brazilian finance minister never has seen fit to submit 
the terms of the settlement to the Brazilian Congress, so that even settlements with 
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Brazilian authorities do not mean anything until payment is actually made. This 
finance minister was approached by me, when he was elected, some years ago, 
as president in the annual meeting of the World Bank, but I was not favored with 
areply. A followup letter to Rio also proved to be of no avail. After the resigna- 
tion of this finance minister he made a trip to Europe and in an interview in a 
leading continental European newspaper outlined the opportunities afforded for- 
eign investors by placing money in Brazil. It is known to me that many letters 
were addressed to this minister, but without eliciting a reply. 

I like to add that the registration statement filed with the Securities and 
Exchange Commission in Washington by the Brazilian Government in 1944 
implementing the Brazilian Decree No. 6018 of November 23, 1943, does not men- 
tion that assets and properties were confiscated without compensation and this 
registration statement also lacks disclosure of the fact that this law is not applied 
to all outstanding Brazilian foreign debt issues. Consequently some foreign 
Brazilian loans are still in default today. 

I hope that the facts above will prompt your committee to amend the pending 
bill that add $500 million to the lending capacity of the Export-Import Bank, 
which will prevent the bank from making loans in the future to countries which 
have taken over assets and properties of American citizens without compensation. 


STATEMENT BY ILLINOIS MANUFACTURERS’ ASSOCIATION 


The reports to Congress of the Export-Import Bank for the periods of July— 
December 1952 and January—June 1953 show that the bank’s activities are con- 
centrated on making loans to foreign governments and foreign enterprises 
rather than to American enterprises. The report of July-December 1952 states: 

“In carrying out its statutory objective and purposes to aid in financing and to 
facilitate the foreign trade of the United States, the bank during the past year 
has continued to make loans to develop abroad sources of strategic and raw 
materials required in our defense effort and by our expanding industry. 

‘A substantial portion of the bank’s commitments in the last year have been 
connected with the development of strategic materials. Some of these loans have 
long-range implications beyond the immediate demands of the defense program.” 

The report of January—June 1953 states: 

“During the past 6 months the bank has continued to make loans to develop 
and expand foreign sources of essential materials required for strategic reasons 
and for the use of United States industry.” 

The activities of the Export-Import Bank since the outbreak of the Korean 
war indicate a shift from the original objectives which are defined in the Export- 
Import Bank Act of 1945, as follows: 

“The objects and purposes of the bank shall be to aid in financing and to 
facilitate exports and imports and the exchange of commodities between the 
United States or any of its Territories and insular possessions and any foreign 
country or the agencies or nationals thereof.” 

rhe Illinois Manufacturers’ Association is cognizant of the fact that United 
States manufacturers and exporters are now facing intense competition in 
world markets from other industrial countries: that European and Japanese 
exporters, through the assistance of their governments, are able to extend longer 
credit terms than United States manufacturers; that United States manufac- 
turers stand to lose some of their foreign markets unless they meet this growing 
competition. The Illinois Manufacturers’ Association, therefore, recommends : 

1. That the activities of the Export-Import Bank be concentrated on the fi- 
nancing of exports from the United States and imports into the United States 
through loans and guaranties to United States companies and individuals who 
cannot obtain credit facilities in adequate amounts from commercial banks be- 
cause of the terms and duration of the credits; 

2. That the guaranty method should be used whenever possible and the facili- 
ties of our commercial banks utilized for the extension of the loans; 

3. That the primary consideration for the financing should be direct assistance 
to American manufacturers and exporters without regard to the size of the 
enterprise or of the particular transaction ; 

i. That the financing of United States exports and imports be made on the basis 
of participation by the applicant in a share of the credit risk ; 

5. That loans or guaranties should not be extended for the development in 
other countries of enterprise competitive to United States industries, 
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PHILADELPHIA, PaA., June 16, 1954. 
SENATE COMMITTEE ON BANKING AND CURRENCY, 
Senate Office Building, Washington, D. C.: 

This refers to current hearings apropos operations of Export-Import Bank and 
World Bank and their relationship to the expansion of international trade. The 
position of our company is as stated in letter of February 2 to Senator Capehart. 
This business in the amount of $30 million mentioned therein has since been 
given to Metropolitan Cammell of England by reason of our inability to arrange 
the financing with the Export-Import Bank. We consider our experience with 
Export-Import Bank an indispensable aid to our export business and believe the 
activities of this bank should be supported in our national interest. 

THe Bupp Co., 
Grorce E. LALiovu, Treasurer. 


Unless someone knows some good reason why we shouldn’t recess, 


) we will do so. Does anybody want to be heard? If not, then we 
will recess, without objection, until 10 o’clock tomorrow morning, 
when we will have an executive session. 

(Whereupon, at 11:57 a. m., the committee recessed, to reconvene 
at 10 a.m., Thursday, June 17, 1954.) 
4 > 
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THURSDAY, JUNE 17, 1954 


; Unirep Srares Senate, 
ComMMIrTEE ON BANKING AND CURRENCY, 
Washington, D. ¢ 

The committee met, pursuant to call, at 11:05 o’clock a. m., in 
room 301, Senate Office Building, Senator Wallace F. Bennett 
presiding. 

Present: Senators Capehart, Bennett, and Frear. 

The CHairman. Because of other commitments of a highly impor- 
tant nature, I will be unable to be present at the conclusion of the 
hearings. I have asked Senator Bennett to preside and he has agreed 
to do so. 

Before I leave, I want to take this opportunity to express my grate- 
ful appreciation to everyone who has so gene rously contributed of his 
time and his thought to the Senate Resolution 25 and Senate Resolu- 
tion 183 study and to S. 3589, the ataes benent Bank amendment, on 
which we shortly will conclude our hearings. 

In particular, I wish to commend the special staff of which Maj. 
Henry F. Holthusen is general counsel, and Harry K. Cuthbertson, Jr., 
Raymonde Alexis Clarke, and Donald L. Rogers, are assistant counsel. 

The permanent staff of the committee likewise has rendered fine 
service, especially in the preparation of the interim report of the study 
conducted by the committee last fall in Latin American countries. 

Another important contribution was made by the 130 member Citi- 
zens Advisory Committee under the able direction of its chairman, Mr. 
Roy C. Ingersoll, of Chicago; its vice chairman, Mr. Alan H. Temple, 
of New York, and Mr. Robert C. Graham, of Washington, Ind.; its 
secretary, Mr. Vance Brand, of Urbana, Ohio: and its counsel, Mr. 
William Simon, of Washington, D. C. 

To the Export-Import Bank officials and its employees, and to every 
other department of the Government interested in the subject, as well 
as to our very good neighbors in Latin America that the committee 
visited during its recent survey, we express our deep appreciation. We 
have had wonderful cooperation from everyone and I want to thank 
one and all. 

Senator Bennett. Ladies and gentlemen, let us begin this hearing. 
As we begin, I should like to put in the record certain material. 

This is a schedule of new credits and allocations between July 1, 
1953, to May 31, 1954, requested heretofore. 

99 
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New credits and allocatons—July 1, 1958, to May 31, 1954 


4) NEW CREDITS 
Country and obligor Amount ao Repayment terms Purpose 


Perce 



































The Roval | $18. 500. 000. 0 416 36 S. A. commencing Oct Helmand River Valley 
ent Afghan 20, 1958 development. 
: rp. Boliviana 2, 400, 000. 0 ls; 34 S. A ymmencing Jan Cochabamba-Santa 
ie Fomento (increas« 15, 1955 Cruz Highway 4 
Brazil 
Ss A Empresa dé 3 110, 000. OF 454) 48 ionthly installments Airline operation by 
V Aer Rio ( encing 1 month Lockheed 
Grandense from date of note 
VARIG 
Cia. Fiacaoe T los 705, 500. 04 ( 8 A. installments Crompton & Knowles, 5 
Nossa Senhora do € 18 months textile operations 
Carmo iate of note 
Santos-Jundiai Rail- $20, 000. 00 i156, 8S. A.commencing not later | Railway equipment 
way than 6 months after date 
of sale contr wt 
Serviecos Aeré Cru- 1, 945, 000. 04 434, 20 quarterly installment Aircraft and spare 
zeiro do Sul, Ltd beginning not later than 3 parts 
months subsequent to 
notes 
State 71, 980. 00 5 Repayable Feb. 1, 1956 Track maintenance 
i - 372, 000. O 5 10 S. A. commencing 12 | Telephone equipment 
comuni- months from date of not 
eationes 
Cuba: Cia. Cubana de 12, 000, 000. 00 5 40 S. A. commencing Dec Electrical machinery 
Electricidad (increase 15 ,1956 
Ecuador Republic of 9 280. 000. 00 5 60 quarterly installments | Cochabamba-Santa 
Ecuador (increase beginning first installment Cruz highway. 
date after date of note. 
Republic of France 100, 000, 000. 00 334) Repayable June 30, 1955 Financing supplies 
services and materi 
ils 
Japan: Bank of Japan 60, 000, 000. 00 344, Drafts payable on or before | Purchase and export of 
15 months after date U.S. cotton 
Mexico 
Cia, Minera Fernan- 135, 000. 00 5 6 semiannual installments | Development of man- 
lez, S A in- beginning June 30, 1954 ganese mine. 
cTease 
Mexican Gulf Sul- 530, 000. 00 5 10 semiannual installments | Completion of sulfur 
phur Co. and Mex- beginning Dec. 31, 1954 plant and other facil- 
ican Sulphur Co., ities 
S. A. (increas« | 
Whitin Machine 54, 000. 00 6 8 quarterly installments | Textile weaving ma- 
Works. beginning 3 months after chinery. 
date of delivery. 
New Zealand: Govern- 16, 000, 000. 00 4%| 20 S. A. commencing Nov. | Murupara lumber, 
ment of New Zealand 15, 1956 pulp, and paper proj- 
ect 
Peru: Marcona Mining 2, 500, 000. 00 6 5 8. A. installments begin- | Production of iron ore. ‘ . 
Co ning July 15, 1954 
Turkey: Balikesir Pamu- 200, 000. 00 6 6 S. A. installments com- | Textile weaving ma- 
klu Dokuma Sanayii mencing 6 months after chinery 
T.A.8 date of note 
Uraguay: Cia. Siderur- 2, 475, 000. 00 5\4%4| 32 quarterly installments | Expansion of steel mill 
gica del Uraguay beginning not later than 5 
July 1, 1956 
Various countries: Amtea . 000. 000. 00 6 On or before 3 years from Machine tools 
Corporation obligation date 
Adjustment due to capi- 1, 894, 567. 51 
talization of interest | 
and repayments ! 
revolving credi » 
. ¥ 
otal 228, 493, 047. 51 ° 
. a dnoateealieel “ a Lienmiienids q 
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(B) ALLOCATIONS 





Country —— Company Amount 
Ecuador (Republic of Ecuador) 500 $1, 500, 000 
Uniormof South Africa 1498-E | Stilfontein Gold Mining Co., Ltd 2, 793, 000 
1 498-C Blwooruitzicht Gold Mining Co., Ltd 410, 400 
1498-F | Randfontein Estates Gold Mining Co., Ltd 5, 245, 900 
1498-J | Welkom Gold Mining Co., Ltd 1, 314, 990 
1498-K | President Steyn Gold Mining Co., Ltd ; 1, 314, 990 
498-L | Ellaton Gold Mining Co., Ltd 855, 000 
498-M | Babrosco Mines, Ltd 57, 000 
498—N rhe Afrikander Lease, Ltd 108, 300 
1 498-N do 19, 000 
498-O | New Klerksdorp Gold Estates, Ltd__. 114, 000 
498-P | Harmony Gold Mining Co., Ltd 4, 810, 800 
498-Q | East Champ d’Or Gold Mining Co., Ltd ? 484, 500 
498-R Government of Gold Mining Areas Consoli 456, 000 

dated, Ltd 

498-S | Dominion Reefs, Ltd 3, 813, 300 
498-'T West Driefontein Gold Mining Co., Ltd... 4, 230, 426 
198-—[ Doornfontein Gold Mining Co., Ltd 458, 850 
Total - 27, 986, 456 


Indicates increases in previously allocated amounts. 


This is a letter from Mr. Alan M. Nedry, attorney at law, in Wash- 
ington, on the bill. 

This is a letter from William Rhea Blake, executive vice president 
of the National Cotton Council of America. 

This is a wire from Mr. F. X. Seafuro, chairman, international trade 
section of the New York Board of Trade, addressed to the chairman 
of the committee. 

This is a letter from Clarence R. Miles, legislative department, 
Chamber of Commerce of the United States. 

And a letter from the National Foreign Trade Council, Inc., of 
New York. 

That concludes the material thus far presented for inclusion in the 
record on the bill. 

(‘The material referred to follows:) 


WASHINGTON, D. C., June 15, 1954. 
Re §. 3589, Capehart-Maybank bill to amend Export-Import Bank Act of 1945 
Hon. Homer EF. CAPEHART, 
Chairman, Committee on Banking and Currency, 
United States Senate, W ashington oD. D.C. 

Dear Mr. CHAIRMAN: I appreciate the opportunity to present a statement 
concerning the bill S. 3589, now pending before the Committee on Banking and 
Currency. My name is Alan Nedry, and I am engaged in the general practice 
of law at 1001 Connecticut Avenue NW., Washington, D. C. I am licensed to 
practice in the District of Columbia, in the States of Illinois and Wisconsin, 
and before the Supreme Court of the United States. My interest in this subject 
is based upon a personal concern over the increasing need for the type of financial 
services that the Export-Import Bank of Washington can furnish to American 
business and to our friends and customers throughout the world. In addition, 
1 concern myself professionally with a number of the foreign trade and financing 
problems that arise in day-to-day operations of my clients and which problems 
are hindering the maintenance of their present volume of import-export trade. 

I should like to take this opportunity to commend the chairman and his 
distinguished associates on the Banking and Currency Committee for the exten- 
sive time and efforts that they are devoting to their analysis of financial obstacles 
to foreign trade and their most intensive review of the operations of the Export- 
Import Bank and World Bank. Senators Capehart, Maybank, and other dis- 
tinguished Senators have been aware for some time of the vital role that an 
extensive and diversified foreign trade plays in the maintenance of dynamic 
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economies both in the United States and in countries having interests compatible 
With our own 

In recent months the studies and reports that have been undertaken by this 
committee have served the dual purpose of highlighting an area of substantial 
interest to American industry and of indicating to our friends in the Western 
Hemisphere and other parts of the world that the Congress of the United States, 
representing the American people, is vitally interested in the maintenance and 
expansion of world trade, and in encouraging the industrial expansion of what 
have been primarily agricultural economies. 


ANALYSIS OF 8. 3589 


As one means of achieving a continuing dynamic foreign trade policy, the 
bill 8S. 3589, now pending before the committee, would be of substantial assistance 
to the end that it would provide a basis for expanded foreign financing opera- 
tions and a larger degree of autonomy for the Export-Import Bank. 


BANK AS INDEPENDENT AGENCY 


The proposal to make the Export-Import Bank of Washington an independent 
agency, not subject to the transfer of any of its functions, powers or duties, is 
excellent. The independent and autonomous status of the bank should permit 
the formulation of long-range policy and make it less subject to Gomination as 
an incidental aspect of domestic fiscal and monetary problems. The bank, with 
the increased lending authority and policy formulating initiative here proposed, 
should be able to offer much needed assistance in providing necessary foreign 
trade credit facilities. 

This independent status provision appears necessary for other reasons. It 
would seem that within recent months the National Advisory Council on Inter- 
national Monetary and Financial Problems (NAC) has unduly affected the scope 
of lending authority of the Export-Import Bank, and the NAC, in so doing, 
appears to have broadened considerably the purposes for which it was created. 

The Bretton Woods Agreements Act (22 U. 8. C. A., sec. 286b) provides 
that the National Advisory Council is established “to coordinate the policies and 
operations” of the International Monetary Fund, the World Bank and of the 
governmental agencies which make or participate in making foreign loans and 
other financial or monetary transactions. This statutory authority would appear 
to be a rather tenuous basis for proscribing the functions of the Export-Import 
Bank and the delineation of authority between various lending sources on the 
basis that was apparently contained in the NAC directive of January 1954. 

This directive which has never been made public, but the provisions of which 
are a matter of common knowledge to the financial community, has cireum- 
scribed the policy initiative and operational flexibility of the Export-Import Bank. 
As a further observation, it might be noted that while the National Advisory 
Council serves a very necessary and worthwhile function, there appear to be no 
national security reasons why the deliberations, the actions, and policy pro- 
nouncements of this council should be surrounded with the present air of 
scribed the policy initiative and operational flexibility of the Export-Import Bank. 
As a further observation, it might be noted that while the National Advisory 
nouncements of this Council should be surrounded with the present air of 
secrecy and mystery. Public policy decisions of the magnitude and consequence 
of the decisions relating to the Export-Import Bank should not be classified as 
they have been in the past. This aura of mystery seems to be demonstrated by the 
nonrevealing tenor of the reports filed with the Congress by the National Advisory 
Council pursuant to section 4 (b) (5) of the Bretton Woods Agreements Act. 


REESTABLISHING OFFICERS AND DIRECTORS OF BANK 


The elimination of the offices of Managing Director, Deputy Director, and 
Assistant Director of the bank and reestablishment of a President, Vice President, 
and the Board of Directors should result in more effective operating procedures 
and timely policy decisions. In addition, this organizational setup should result 
in a more efficient distribution of burden, and lend itself to a degree of special- 
ization on the part of the directors and officers of the bank. It is my under- 
standing that previous to Reorganization Plan No. 5 of 1953 the directors 
informally undertook to specialize in the programs and policies on a regional 


basis 
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ESTABLISH MENT OF AN ADVISORY COM MITTEE 


The establishment of a committee to advise the bank on basic policy, and to 
make articulate the needs of the segments of the economy of which they are 
broadly representative should do much to assure that the policies of the bank 
are in fact responsive to their changing needs and problems. However, there 
are certain provisions in connection with the formation of this Advisory Com- 
mittee upon which I should like to comment. Based on the observation of various 
advisory committees that have been appointed within the Government from 
time to time, it would appear that the effectiveness of such committees is sub- 
stantially minimized unless the range and scope of authority of such committees 
is specifically defined. 

Without such specific definition of authority and duty, an advisory committee 
tends to degenerate into a mere “meet and eat’ group—its reports tend to seek 
a lowest common denominator and do not contribute materially to the solution of 
problems upon which they are supposed to advise. In this instance, it is sug- 
gested that the Advisory Committee to the Export-Import Bank have its authority 
inore specifically defined than appears in the legislative proposal before the 
committee. The language “to advise with the bank on its program” leaves 
something to be desired in this connection. 

The committee may wish to consider the following proposals : 

1. Rather than have the proposed Advisory Committee appointed by the 
Board of Directors on the recommendation of the President of the bank, it is 
suggested that the committee be appointed for definite terms by the President 
of the United States; 

2. It might also be of some value in maintaining a closer liaison with the 
Congress if two members of the committee were to be appointed from the 
Congress. 

The activities of the Export-Import Bank fall within the purview of the 
Committees on Banking and Currency of the Senate and House of Representa- 
tives, and a close and effective liaison might therefore best be effected by 
designating the chairman of these committees as the congressional representa- 
tives on the Advisory Committee. 


REPRESENTATION ON THE NATIONAL ADVISORY COMMITTEE 


The reestablishment of the Export-Import Bank as an equal participating 
member of the National Advisory Council should do much toward eliminating 
the jurisdictional questions and internecine strife that has been evident within 
recent months. This provision of the bill and that which provides for the inde- 
pendent agency status of the bank should enable the bank to undertake a respon- 
sible program responsive to the need of the international segments of our 
economy without the dangers of proscription of function and power demon- 
strated in Reorganization Plan No. 5 of 1953 and administrative determinations 
of the NAC, 


LENDING AUTHORITY INCREASE 


Since the establishment of an Export-Import Bank under the broad provi- 
sions of the National Industrial Recovery Act up to the present, the bank has 
periodically been expanded both as to scope of operations and extent of lending 
uuthority. The present-day volume of foreign trade and the urgent demand 
for those types of financing which are available only by utilizing the credit 
facilities of the Export-Import Bank serve to substantiate the propriety of in- 
creasing the lending authority of the bank an additional $500 million. This 
additional authority plus the uncommited lending authority, $1,248,493,000 as of 
June 14, 1954, combined with repayments the bank receives on loans previously 
granted, should adequately serve present foreign market financing requirements. 
However, as to whether this will be adequate for future demands is a matter 
which would appear to be something for periodical review and study by the 
appropriate committees of Congress. In other words, the adequacy of the $500 
million increase in lending authority should not be considered final, but more 
in the nature of a test-tube process depending upon developments in the ensuing 
months. 


OBSERVATIONS ON EXPORT-IMPORT BANK OPERATIONS AND POLICIES 


The taxpayers of the United States have been most fortunate in that the 
officials and employees of the Export-Import Bank are an exceedingly conscien- 
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tious and devoted group of public servants. The testimony of Gen. Glen Edger- 
ton, managing director, and Hawthorne Arey, assistant director, before this 
committee during January and February of this year evidences the efficient 
operations of the bank over the past 20 years. The bank has produced a net 
profit of about $407 million, over and above interest payments to the Treasury 
Department, and over $83 million of these profits have been paid to the United 
States Treasury in dividends. The loss ratio has been slightly in excess of 
one one-hundredth of 1 percent of the some $4.5 billion dispersed in loans. This, 
indeed, is a record of performance and profit which would make any banker 
chortle with glee. It is an anomalous situation that the private banking com- 
munity blissfully ignores such profitable ventures. 

No element of criticism is intended toward the present officials of the Export- 
Import Bank when the inquiry is raised as to whether the bank has recently 
kept pace with the tremendous expansion in foreign trade. Whether this is 
attributable to limited lending authority or to pressures on the national debt 
is not particularly relevant. The fact remains that private financial facilities 
are either unable or unwilling to provide the present and prospective volume 
of credit necessary to satisfy demands. However, the guarantee program could 
possibly be made attractive enough to evoke more private bank activity. 

Without question, bank officials have done an excellent job of performing their 
function as overseers of public funds and as prudent bankers. However, the 
statistics cited above would tend to indicate an undue emphasis on loan selec- 
tivity rather than on the broad extension of credit services to meet a present 
demand. No one would suggest the making of commitments that are patently 
dubious risks, but it is suggested that a less rigid policy of selectivity be adopted 
and that the assumption and assessment of risk more closely parallel that of 
private European financial institutions who have long engaged in this type of 
activity. 

For example, the following quotation is of interest: 

“In 1953 the Swiss Confederation approved 1,713 applications for guarantee 
against export risks, covering exports to practically every country in the world. 
The total amount actually guaranteed was Sw fr 283 million, and the fees col- 
lected by the Confederation amounted to Sw fr 786,000. The Confederation paid 
out Sw fr 1.8 million to cover losses suffered by exports and received repayments 
of Sw fr 1.83 million on account of claims paid out in previous years. The net 
deficit since the guarantee scheme was introduced is Sw fr 4.5 million, or 0.82 


percent of the transactions settled in normal fashion. Against this loss there is 
reserve fund amounting to Sw fr 5.0 million. Source: Swiss Bank Corporation 
Bulletin, Basle, Switzerland, April 1954.” International Financial News Survey, 


international Monetary Fund, June 11, 1954. 

It would also appear that the policies of the bank with respect to the applica- 
tion of criteria necessary to obtain loans have been unduly rigid. This is par- 
ticularly true in the case of medium- and long-term credits. The overly rigid 
application of the direct exchange earnings or savings criteria is a case in point. 
Under current procedures an exporter seeking to obtain a credit to finance sales, 
say, in Latin America, often finds that his inability to document direct exchange 
arnings and/or savings results only in his prospective sale being snatched away 
by a foreign supplier. It would be an economic catastrophe if the tremendous 
market potential of these prospective customers were to turn to other sources 
of supply due to our inability to compete on the basic of credit terms attaching 
to a sales transaction. A tremendous potential market, particularly in Latin 
America, could be lost forever. 

One of the problems of which this committee is well aware, but one which 
needs affirmative remedies, relates to the ever-increasing competition in the 
extension of credits that are offered by foreign suppliers, usually subsidized by 
their respective foreign governments. American business is well able to meet 
competition on the basis of quality of product and price, but have found them- 
selves unable to compete creditwise. No longer are we able to do business on 
the basis of cash on the barrel head at New York. Domestic financial institu- 
tions are reluctant to participate in medium and long-term foreign credits, even 
under the Export-Import Bank guarantee program 

The immediate solution to this problem seems to lie within the purview of 
the broad authority vested in the Export-Import Bank under the terms of the 
statute creating the agency. It would be most helpful if the Congress were to 
reaffirm its legislative intent and affirmatively indicate that the Export-Import 
Rank should provide the facilities which would enable American industry to 
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meet this aspect of competition. Consideration should also be given to the 
formulation of a program which would permit of the quotation of credit terms 
to prospective buyers on the basis of an advance approval in principle by the 
hank of the proposed transaction. 


CREDIT ASSISTANCE TO SMALL EXPORTERS 


The subject of furnishing credit assistance to the small exporter is somewhat 
beyond the scope of the committee’s present immediate inquiry. However, in 
view of the broad interest that the committee on Banking and Currency has on 
this subject, a brief observation might be in order. 

One area in which the Export-Import Bank could be of substantial assistance 
is that having to do with making the necessary credit facilities available for 
the expediting and financing of relatively small, short-term transactions. 
Whether this could best be done in the form of Government exporter credit 
insurance such as that proposed in the bill, S. 849, introduced by Senator Murray, 
or some other similar device is something which this distinguished committee is 
best able to determine. 

In addition, there appears to be an ever-increasing need for a form of finance 
and credit assistance which would cover specific risks and offer discount facili- 
ties on items such as sight drafts and cable drafts. The small exporter, with 
limited financial resources, must have credit facilities unencumbered by restric- 
tive documentation requirements in order to maximize the use of his invested 
capital. If the small exporter could obtain fast discounting or specific risk 
coverage service at reasonable cost, it would stimulate activity in the “small lot” 
sector of foreign-trade activity. Domestic banks and credit facilities ordinarily 
will not undertake this form of risk, or if they do so the costs are often prohibi- 
tive, and a form of Government “super market” credit and discounting facility 
would be most beneficial to the small exporter and importer. Considerations 
inight be given to the utilization of regional officers located at principal ports 
of exit so that the facilities of the bank are brought closer to the small exporter 
in need of the bank’s credit assistance services. 

I thank the commitee for the privilege of submitting this statement and request 
that it be made a part of the record. 

Respectfully submitted. 

ALAN M. NEpRY. 





NATIONAL CoTTron COUNCIL OF AMERICA, 
Memphis, Tenn., June 16, 1954. 
Re S. 3589. 
Hon. Homer CAPEH ART, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, 
Washington, D.C. 

Dear Mr. CHAIRMAN: The National Cotton Council of America, which repre- 
sents the six primary segments of the United States’ cotton industry—producers, 
ginners, warehousemen, crushers, merchants, and spinners—has followed the 
Banking and Currency Comumittee’s hearings on the Export-Import Bank with 
great interest. 

In regard to the proposed legislation, 8S. 3589, to revitalize the Export-Import 
Bank, it seems to us that it would be highly desirable to include a provision 
making the Secretary of Agriculture a member of the National Advisory Council 
on International Monetary and Financial Problems. We feel that the Secretary 
of Agriculture could make an important contribution in guiding and establish- 
ing policy which would govern the Export-Import Bank in making loans to fi- 
pance the exportation of agricultural commodities. Also, we feel that the 
Secretary of Agriculture’s judgment and experience would be of great help in 
determining bank policy in regard to financing various agricultural development 
programs that must be considered from time to time. 

The Export-Import Bank has performed a very important function in estab- 
lishing loans to stimuate the exports of cotton over the years. Over $600 mil- 
lion have been authorized to finance cotton exports and it should be of interest 
to note that these loans have been infinitely successful from a banking standpoint. 
In view of the importance of our agricultural exports and especially in view 
of tremendous interest which the Department of Agriculture has in this problem, 
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we urge that the committee act favorably on S. 3589 and that it be amended to 
make the Secretary of Agriculture a member of the National Advisory Council. 
We believe that it is fitting and proper that he assist in the formulation of overall 
policy governing foreign loans and financial matters. 

In view of the desire of the committee to complete hearings this week, we did 
not request an opportunity to appear in person, but we would appreciate having 
this statement made a part of the official record of the hearings of: your com- 
mittee on S. 3589. 

Sincerely, 
Wo. RHEA BLAKE, 
EBeecutive Vice President. 


NEW York, N. Y., June 16, 1954 
Senator HoMer E. CAPEHART, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building: 

The international trade section New York Board of Trade heartily supports 
the objectives of your bill to give Export-Import ,Bank independent status. We 
do urge, however, that the bill. wnen reported by your committee should include 
a declaration on congressional policy and intent with respect to the lending 
policies and objectives of Export-Import Bank. In view of our inability to ap 
pear personally before your committee, will appreciate this telegram being in 
serted in the record of the committee’s hearings. 

F. X. SCAFURO, 
Chairman International Trade Section, New York Board of Trade, Inc. 


CHAMBER OF COMMERCE OF THE UNITED STATEs, 
LEGISLATIVE DEPARTMENT, 
Washington 6, D. C., June 15, 1954 
Hon. HoMer E. CAPEHART, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Washington 25, D.C. 

Dear SENATOR CAPEHART: At our annual meeting in May of this year, our mem 
bers adopted by unanimous vote, the following policy statement with respect to 
the Export-Import Bank. 

“BHaport-Import Bank.—The Export-Import Bank of Washington fills a definite 
need in furthering national objectives and is a healthy and useful adjunct to 
private banking in assisting the financing of the foreign trade of the United 
States 

“In providing or facilitating medium and long-term financing for exports from 
the United States, the bank should require appropriate participation by the 
exporter and should rely as much as possible on financing by private lenders 
under its guaranty. 

“Furthermore, when the national interest is involved, the bank should con- 
tinue to make or facilitate medium and long term development loans in friendly 
foreign countries, to finance basic facilities Which are not attractive to and which 
do no displace private capital.” 

While this statement is not directly applicable to S. 3589, now before your 
committee, the spirit of the statement would certainly lend encouragement to 
your attempt to improve the operations of the Export-Import Bank. We are 
particularly impressed with the provision for the establishment of an advisory 
committee representative of production, commerce, finance, agriculture, and 
kabor. We believe that such a committee should enable the president and other 
executive officers to draw upon the best thinking of the business community in 
relation to the functions and operations of the Export-Import Bank 

Cordially yours, 


CLARENCE R. MILES 


Ra URI EN 
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NATIONAL FOREIGN TrApE CoUNCIL, INC., 
Vew York, N. Y., June 17, 1954. 
Hon. HoMer E. CAPenart, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Senate Office Building, Washington, D. C. 

DrAR SENATOR CAPEHART: In connection with the hearings currently being 
held by the Committee on Banking and Currency on S. 3589, pertaining to the 
Export-Import Bank of Washington, we would like to submit, as being relevant, 
a recommendation regarding the Export-Import Bank from the Final Declara- 
tion of the 40th national foreign trade convention, held in New York November 
16, 17, and 18, 1953, as follows: 

“Eaeport-Import Bank.—As distinct from the International Bank, the Export- 
Import Bank of Washington is, in the words of the 1945 amendment to the act 
creating it, an instrumentality designed ‘to aid in financing and to facilitate 
exports and imports and the exchange of commodities between the United States 
or any of its Territories or insular possessions and any foreign country or the 
agencies or nationals therewf.’ In keeping with this policy, the Export-Import 
Bank, in cases where adequate accommodations are not available through private 
financial institutions, can play a highly useful role in providing intermediate-term 
financing for American exporters and importers, preferably with the cooperation 
and participation of these private institutions. It can also be helpful, under 
similar circumstances, in providing longer term financing for the purchase, by 
entities located abroad, of needed materials and equipment of United States 
origin. If this financing is made available in line with the courageous approach 
the bank has taken in previous years, American traders and investors can there- 
by be afforded a better opportunity to maintain their position against foreign 
competitors, Whose governments are providing them with generous assistance 
for the development and expansion of their activities. 

“The convention commends the management of the bank for the care it has 
exercised in screening loan applications, and for the emphasis it has given to 
the need for fundamental soundness and productivity in the undertakings in- 
volved. It also commends the management for its adherence to the concept 
that the increased production and trade it has endeavored to stimulate can best 
be fostered through the development of enterprises under private operation and 
control. It is worthy of commendation, furthermore, that, in serving the in- 
terests of American foreign traders, the bank has, at the same time, so managed 
it affairs as to show a profit. 

“In the field of policy, however, the convention notes that there has been, since 
the beginning of the year 1953, a marked reluctance on the part of the Govern- 
ment to permit the facilities of the bank to be used to the extent they could 
be used, safely and effectively, toward financing the expansion of American for- 
eign trade. What is called for, specifically, is a rededication to the original 
purposes for which the bank was created, and a reassurance that active imple- 
mentation of these purposes may be expected. It is of course equally important 
than the bank reaffirm its policy of not undertaking operations which commercial 
banks are themselves willing to finance on reasonable terms. 

“The convention emphasizes that the American foreign trader cannot look to 
any international agency as a substitute for the Export-Import Bank for the 
financial accommodation he requires.” 

This convention, which is sponsored annually by the National Foreign Trade 
Council, was attended by some 2,000 delegates from all parts of the United 
States. 

We respectfully request that this letter be made a part of the record of the 
present hearings. 

Sincerely yours, 
WILLIAM 8S. SwWINGLe, President. 


Senator Bennett. We have two witnesses today, Mr. Boris Shiskin, 
American Federation of Labor, and Mr. W. Raymond Ogg, Director, 
Department of International Affairs, American Farm Bureau Fed- 
eration. Is Mr. Ogg in the room? Mr. Ogg, we would be happy to 
hear you at this time. 
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STATEMENT OF W. RAYMOND 0GG, DIRECTOR, DEPARTMENT OF 
INTERNATIONAL AFFAIRS, AMERICAN FARM BUREAU FEDERA- 
TION 


ir. Occ. Mr. Chairman and members of the committee, my name is 
W. Raymond Ogg. I am director of the department of international 
affairs, American Farm Bureau Federation. 

The expansion of international trade on a mutually advantageous 
basis is of vital importance to the prosperity and security of the United 
States and cooperating nations. Our national welfare is so much 
affected by what happens in the international field that we cannot 
afford to continue to deal on a piecemeal basis with trade policies, 
foreign investments, technical assistance, and international defense 
measures. 

The prosperity of all American agriculture is dependent upon the 
maintenance of a high level of United States agricultural exports. 
The production of about 52 million acres has been exported annually 
in postwar years. Largely due to the recent loss of exports, we are now 
faced with accumul: ating surpluses, declining prices, and the prospect 
of diverting about 25 to 30 million acres of cropland. The resulting 
reduction in farm income is serious and will be felt in every segment of 
the national economy. 

The most important decision facing the United States in the field of 
foreign economic relations is the decision to balance the domestic econ- 
omy by increasing the volume of exports of agricultural and other 
products through sound foreign trade relationships. Congress and 
the executive departments of Government should (1) establish a 
clearcut, long-range policy on foreign economic relations and trade 
which includes exporting the maximum quantities of farm products, 
and (2) consistently maintain that position. The maintenance of a 
high standard of living in the United States is dependent to a large 
degree on a high level of imports. The real interest of the United 
States lies in balancing trade at a high level. Obviously this requires 
the reduction of trade barriers to facilitate more imports in order to 
bring about an expansion of exports. This was taken from our 
annual meeting resolutions last December. 

Adequate credit to help finance exports and imports is vitally im- 
portant to the maintenance of a high level of trade. 

The Export-Import Bank has served a useful and helpful purpose 
in providing credit to help facilitate United States exports and to 
help further economic deve ‘lopment of underdeveloped areas. 

S. 3589, introduced by Senator Capehart (Republican) of Indiana, 
and Senator Maybank (Democrat) of South Carolina, provides for 
(a) constituting the Export-Import Bank as an independent agency 
of the United States with a Board of Directors of 5 persons appointed 
by the President with the advice and consent of the Senate, of not 
more than 3 to be members of any 1 political party; (b) the appoint- 
ment of an Advisory Committee of 9 members, to be “broadly repre- 
sentative of production, commerce, finance, agriculture and labor” 
and (c) an increase of $500 million in the lending authority of the 
Export- ones Bank. Identical bills have also been introduced in 
the House by Congressman Wolcott of Michigan, chairman of the 
House Banking and Currency Committee, H. R. 9523, and by Con- 
gressman Spence, (Democrat) of Kentucky, H. R. 9524. 
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We wish to support the objectives of this legislation. We believe it 
is a step in the right direction. 

We wish to propose an amendment, however, which we believe 
should be noncontroversial; namely, to add the Secretary of Agricul- 
ture to the members of the National Advisory Council on Interna- 
tional Monetary and Financial Problems, which was created pursuant 
to section 4 (a) of the Bretton Woods agreements. This council was 
created for the purpose of coordinating the polici ies and operations 
of representatives of the United States on the International Monetary 
Fund, the International Bank, and the Export-Import Bank. Its 
membership consists of the Secretary of the Treasury as Chairman, 
the Secretary of State, Secretary of Commerce, Chairman of the Fed- 
eral Reserve Board, the Chairman of the Board of Directors of the 
Export-Import Bank, and the Director of the Foreign Operations 

Administration. While I believe technically it is the Director of 
the Mutual Security Agency, there is an amendment in this bill to 
change the designation of the last two members in section ITI of this 
bill, toe hange the designation to conform with the new titles of those 
officials. Because of the important stake which American agricul- 
ture has in these credit policies, we believe that the Secretary of 
Agriculture can make a valuable contribution to the functioning of 
the National Ady isory Council. We therefore respectfully urge that 
the committee amend section II of this proposed legislation so as to 
add the Secretary of Agriculture to the membership of this Council. 
That can be accomplished very simply, Mr. Chairman, by in section 
IT, page 4, line 14, simply inserting after the quotation mark the fol- 
lowing words, “The Secretary of Agriculture,” the effect of which 
would be to include the Secretary in the list of members. 

As a fundamental proposition, we believe that foreign trade should 
be conducted and financed through private business channels to the 
maximum extent possible. However, to the extent private credit 
agencies are unable or unwilling to provide such credit, at reasonable 
rates and terms of repayment, we believe that the Export-Import 
Bank should be used to help maintain and expand our foreign trade. 
The bank should be provided with adequate funds and broad authority 
for it to make loans up to 2 years for the export of United States farn 
products to countries where such financing would improve the com- 
petitive position of United States farm products in the market, pro- 
vided there are the usual safeguards with respect to repayment. 

The Export-Import Bank has aided the American farmer by pro- 
viding short-term credit in some cases to facilitate. emperta. A case 
in point is the export of cotton to Japan. Internal interest rates in 
Japan run from 10 to 12 percent. If a Japanese importer of cotton 
is required to open an irrevocable letter of credit before stocks can 
be loaded at the port, he may have to pay this high rate of interest 
for several months before he receives his cotton, and for as long as 
18 months before he sells his products that are made from the cotton. 

The savings in interest made possible by an Export-Import Bank 
loan run as much as 2 to 3 cents per pound of cotton in such cases. 

This type of export stimulus has application to other countries and 
to a number of farm products other than cotton. Whenever it can 
be done on a sound basis without competing with private financing, 
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we should use Export-Import Bank loans to improve the competitive 
position of United States farm products in world markets. 

[ might add, Mr. Chairman, that this was particularly important 
at this time when we have been priced out of the market in some cases 
because of our price-support program. This would at least be of 
some help in becoming more competitive under the conditions I have 
just described. 

The United States has already encountered serious difficulties in 
maintaining its export outlets because of more liberal credit extended 
on exports by competing countries, some of which provide Govern- 
ment credit or Government-guaranteed credit to finance exports for 
periods up to 2 years and, in the case of capital goods, even longer 
periods. American exporters, therefore, are at a disadvantage in 
selling abroad if they have to require payment in cash or on a very 
short-term basis. 

I might add, Mr. Chairman, that I have recently returned from 
Europe where I served as a member of one of the agricultural trade 
commissions, which the President and the Secretary of Agriculture 
sent abroad to determine how we might expand our foreign trade. 

I don’t _— to speak for the mission, as its report has not yet been 
published, but speaking as an individual I want to say that I was very 
much impressed with this fact that I have just ~ ntioned, that in many 
instances other countries have provided either Government credit « 
Government-guaranteed credit. This has been a very effective means 
of expanding their exports. I am not criticizing them for doing that, 
but I am only pointing out if we wish to maintain our share of the 
world market, not only in agriculture but other commodities, we 
necessarily must be in a position to meet competition. It seems to me 
that the Export-Import Bank in many cases could be very helpful 
in this respect. 

We believe that much greater emphasis should be placed on sound 
projects to aid economic deve lopment of underdeveloped areas. Such 
development if directed toward increasing the purchasing power of 
the peoples of these areas and bringing about an expanded and better 
balanced international trade, offers one of the promising long-range 
means of furthering exports of our own agricultural commodities and 
other products as well as strengthening the economies of the free 
nations. 

If { might just add there, as an example, some of the underdeveloped 
countries are very anxious to develop their mineral resources. For 
example, which, if they had modern machinery, and in some cases if 
they could build some highways, would increase their dollar earnings. 
That would provide the necessary means of payment to buy some of 
our agricultural products which they would like to import but lack 
the as. 

The Export-Import Bank also should provide needed credit to 
\merican importers who are unable to obtain adequate credit on rea- 
sonable terms for the purchase and importation of goods, especially 
articles which have important dollar earning possibilities. If we 
wish to expand our exports, we must be willing to accept imports to 
provide the dollar earnings to pay for these goods. One of the im- 
portant reasons we are losing our export mi arkets for farm products is 
th at many countries who are principal customers for farm products are 

aced with the nec essity of finding markets for their exports and they 
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are importing farm products from countries which will buy more of 
their exports. 

The primary objective of Export-Import Bank loans should be to 
finance undertakings that will help us to balance our foreign trade at 
a high level. We doubt very much that this can be.done without a 
very substantial increase in imports that would be competitive with 
some United States production. If we fail to balance our interna- 
tional trade at a high level, limited export markets for farm products 
will force agriculture to go through a readjustment that will have 
repercussions throughout the economy. The policy on Export-Import 
Bank loans, of course, ought to be coordinated with other trade polli- 
cies. We ought not to use Export-Import Bank loans to encourage 
other countries to increase production for export to the United States, 
unless we are willing to follow trade policies which will let the goods 
in question come in after they have been produced. The interests of 
export industries, and the national interest in balancing trade at a 
high level should be considered in such cases along with the interests 
of the industries that would be adversely affected by increased imports. 

In conclusion, I wish to emphasize that expanded credit to help 
finance expanded foreign trade can be no adequate substitute for sound 
trade policies and effective production and merchandising programs. 

If American agriculture is to regain and maintain a high level of 
agricultural exports, we must be prepared to sell our commodities on 
a competitive basis in world markets instead of depending upon a 
giveaway program. We are confronted with keen competition in 
world markets. We must be prepared to meet this competition by 
pricing our commodities on a competitive basis instead of trying to 
maintain unrealistic price supports which price us out of the market 
and result in piling up excessive surpluses which can only be disposed 
of at terrific losses to American taxpayers and by large export. sub- 
sidies which generate ill will abroad and endanger our foreign trade 
through possible retaliatory actions by other countries. This 1 requires 
readjustme nt of our price-support policies and improvements in pro- 
duction and marketing 

Likewise, if the United States is to maintain a high level of trade, 
it is essential that we take effective steps to enlist the cooperation of 
friendly nations in mutual actions to reduce trade barriers and remove 
the roadblocks which are hindering the expansion of mutually advan- 
tageous trade. 

For this reason, it is important that steps be taken as soon as possible 
to put into effect the foreign-trade program contained in the Presi- 
dent’s message of March 30, 1954, on foreign trade, based on the recom- 
mendations of the bipartisan Commission on Foreign Economic Pol- 
icy, the so-called Randall Commission, created last year by Congress, 
including a 3-year extension of the Reciprocal Trade Agreements Act 
with certain amendments designed to facilitate the negotiation of 
reductions in trade barriers, further legislation to simplify United 
States customs laws and regulations, elimination of discriminatory 
features of mandatory buy American laws and regulations, steps to 
facilitate the attainment of currency convertibility, and measures de- 
signed to encourage the nn of international investments. 

We sincerely hope that Congress will give this matter further con- 
sideration with a view to taking appropriate actions as soon as possible. 

Thank you very much, Mr. Chairman. 
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Senator Bennerr. Senator, do you have any questions 

Senator Frear. Yes; I would like to ask Mr. Ogg, Mr. Chairman, 
what is the foreign-trade program in the President’s message, briefly 4 

Mr. Occ. I merely picked out at the end of that sentence some of 
the major points that were included in the Randall Commission recom- 
mendations and in the President’s message, the 3-year extension of the 
Trade Agreements Act, with some amendments, which were outlined. 

Senator Frear. That was what I was leading up to. 

If the Congress would give a 3-year extension to the present Recip- 
rocal Trade Agreements Act, would that fulfill the desires of the 
President or the administration in his report and also in the Randall 
Commission report ¢ 

Mr. Occ. That was one of the major recommendations which the 
President made and which was included in the Randall report. As 
you know, that is only permissive authority. It would then be neces- 
sary, of course, for the President to negotiate trade agreements or 
revisions of existing agreements. We think that should be followed 
up, of course, with a program of revising our existing trade agree- 
ments to get a more realistic and more effective agreement. 

Senator Frear. What is a more realistic trade agreement, in your 
opinion ¢ 

Mr. Oca. I think that it should be possible, if we are willing to make 
some concessions in our tariffs that are excessive, we, in my opinion, 
could obtain in return not only concessions in tariffs, but we believe 
we should also seek some other concessions. For example, that we 
should get other countries to abolish some of their currency restric- 
tions, which are really more of a barrier now to our exports than 
tariffs. 

Senator Frear. Was that currency restriction on their own cur- 
rency or foreign currency ? 

Mr. Occ. That is restriction mainly on imports from the dollar area. 
They were imposed, of course, originally because they lacked the 
dollars. With the improvement in their dollar earnings and dollar 
reserves, in my opinion, they are in a position to relax some of those 
restrictions now. I believe they should do so to a greater extent than 
they have up to now. 

Senator Frear. It is your opinion that the tariffs should be gen- 
erally reduced to accomplish these things ? 

Mr. Oae. I might say further, as another example, that there are a 
great many other countries that have entered into bilateral agree- 
ments by which they give preferential treatment to designated imports 
between the two countries. The effect of that, however, is to discrimi- 
nate against imports from us. 

We think it is very important to try to get agreements of these 
countries to abandon these bilateral agreements and enter into multi- 
lateral trade agreements. 

Senator Frear. You think our best interests are served through 
multilateral agreements rather than bilateral agreements? . 

Mr. Oca. Yes, sir. 

Senator Frear. We do have, however, at the present time a number 
of bilateral agreements, do we not ? 

Mr. Oae. Perhaps I should explain a little further what I really 
should have said to be more accurate in response to your question. It 
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is that we believe the multilateral principle of trade is a sounder 
basis. 

Senator Frear. Is a goal that we should look to? 

Mr. Oca. Yes. Actually, the method of accomplishing this has been 
up to now to utilize the General Agreement on Tariff and Trade and 
to negotiate bilateral agreements for reduction of tariffs. But in those 
bilateral agreements we have agreed and we have obtained agreements 
from the other countries that these should be applied multilaterally 
under the most-favored-nation principle. 

Senator Frear. Is there any difference in the general termination 
of bilateral agreements than there would be or now exists with multi- 
lateral agreements ¢ 

Mr. Oea. Any difference—— 

Senator Frear. In the termination. In GATT, for instance, there 
is a pretty standard formula on termination of any agreements. Is 
that consistent in the bilateral agreements? 

Mr. Oca. We are consistent in our bilateral agreements. I think 
that, where nations generally follow this approach without some com- 
mitment multilaterally, there could be a wide variety of provisions. I 
think there is no question but what our exports are being seriously 
handicapped right now in agriculture because of all these bilateral 
agreements between other countries; in other words, under these bi- 
lateral agreements, of course, they vary a great deal, but generally 
speaking they tend to give preference to imports from the countries 
with whom these agreements are concluded. Well, that leaves us in 
the position of being a residual supplier, that after they satisfy the 
trade goals in these agreements the importers may apply for licenses. 
There is no assurance they will get the licenses. Certainly these agree- 
ments give preferential treatment. 

In fairness to these countries I think it should be said that one of 
the motivating reasons Was to conserve dollar exchange, and foreign 
exchange generally, and to get the maximum exports. But the 
practical effect of them is to, in most cases, discriminate against our 
exports. 

Senator Frear. In your recommendation you are favoring a 3-year 
extension of the present Reciprocal Trade Agreements Act. Is that 
in any way conflicting with your two previous statements that we 
should go along with the administration’s program: as contained in 
the President’s message and also in the Randall Commission? In 
other words, the Randall Commission does not recommend a vast 
change in our present Reciprocal Trade Agreements Act. 

Mr. Oaa. I didn’t mean to imply that we agree in every respect with 
the Randall Commission report or the President’s recommendations. 
We might disagree with some of the details. I was only referring to 
the major recommendations, most of which ' have enumerated. 

Senator Frear. Would your organization be happy with a 3-year 
extension of the present Trade Agreements Act ? 

Mr. Oca. We are in favor of that strongly. 

Senator Frear. You can amend it as you see fit and forget about the 
Randall Commission recommendations—— 

Mr. Oaa. One of its major recommendations was a 3-year extension. 
They also recommended—— 

Senator Frear. Rather significant changes in the act? 
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Mr. Occ. Yes. One of the recommendations was that there be au- 
thorization to reduce tariffs by 5 percent a year for 3 years. I don’t 
wish to say here that we necessarily agree exactly with that limita- 
tion. I was speaking mainly of the 3-year extension. We have some 
amendments of our own we would like to propose that are not included 
in the Randall Commission report. 

I do feel, sir, very strongly, that one of the most serious deterrents 
to building up expanded trade and one of the serious deterrents to 
foreign exporters in trying to build up their dollar earnings in this 
market is the great uncertainty of trying to sell this market. 

One of the things that unquestion: ibly is creating uncertainty today 
is the uncertainty about United States trade and tariff policies. The 
short run, 1 year extensions unquestionably tend to keep them in both 
government and private trade in a state of uncertainty as to what the 
future course of trade policy is. 

That is another reason why I feel that a 3-year oe would 
have a very stabilizing effect all around the world, because it would 
be very clear evidence that we have a pretty well settled policy. 

Senator Frear. May I ask, what would happen if the Trade Agree- 
ments Act was not extended ? Suppose it was allowed to expire? 

Mr. Oac. I think so far as the immediate effect on existing agree- 
ments, those agreements would continue until they expire. It would 
probably not have any technical effect immediately on those agree- 
ments. But I think the psye hologic al effect would be very far reach- 
ing. It would be notice to the world it seems to me that the United 
States is not going forward with the program which it has at the pres- 
ent time and which the Randall Commission has eat in 
principle, and while it would not be a termination exactly, it would, 
for all practical purposes, be so interpreted I think around ae world. 

I think it would do great harm to our efforts to build up mutually 
profitable trade. 

Senator Frear. I wasn’t recommending that particularly, but in 
your statement vou thought that they were upset because they were 
only extending the act by year to year, not any 3- or 5-year period. 
What I wanted to determine is, would it affect any of the existing 
agreements, whether it was extended or not ? 

Mr. Occ. It would affect them eventually; yes. 

Senator Frear. Whether vou have the act or not it will affect them, 
because when they terminate they will have to be renewed on that 
basis. 

Mr. Oae. I think the most serious thing at the moment is the 
psychological effect it would have abroad all around the world. I do 
think it would have a very adverse effect. That is a matter of 
opinion. 

Senator Frrar. Mr. Chairman, I realize this is probably a little bit 
afield for this committee to be asking 
Senator Bennerr. I was anxious to make the record perfectly cle: 
on trade and tariffs. It is completely irrelevant (1) because it is 
outside the jurisdiction of the committee; (2) there is another com- 
mittee at the moment considering the problem, and while we could go 
on discussing this kind of problem, I am sorry we got into this irrele- 





vant area, 





EXPORT-IMPORT BANK ACT AMENDMENTS OF 1954 115 


Senator Frear. As long as we are in the realm of irrelevancy, will 
you permit me to ask one more question / 

Senator Bennerr. Certainly. 

Senator Frear. In his statement, or in his remarks after his state 
ment, Mr. Ogg said that we would probably have to supply more dol 
lars to foreign countries in order to purchase more American goods, 
either farm products or manufactured goods, and there was only one 
way in which we could do that. Not only one but an important way 
in which we could do it would be to import more goods and materials 
from foreign countries. 

In the light of that, would it not be a handicap to the producer of 
agricultural products in this country if our Government was placed 
in the position that in order to sell manufactured items we would 
relieve and free markets in this country to producers of agriculture 
in foreign markets? What I am trying to say, briefly, is that we have 
more manufactured goods percentagewise than do the countries from 
where we import. The production of agricultural products is more 
predominant over the world, that is, it is almost universal, so would 
it not be adversely affecting our agricultural program to a greater 
extent than any other economic program in this country ¢ 

Mr. Oa. To be very brief in reply, I will have to be a little dog 
matic. I think the reverse is true, that the major countries which 
buy our agricultural imports are manufacturing industrial countries, 
and therefore the main thing they want to sell us are not agricultural 
commodities. I am convinced there are important opportunities to 
import more goods without hurting our economy. 

Senator Frear. I will have to disagree with you on that. But since 
the chairman has, and rightfully so, insisted that we get along with 
this, maybe there will be some other time we can follow this through. 
Except with 1 or 2 exceptions, I would have to disagree with you. 

Mr. Occ. I am sorry we have taken so much time on this, Mr. 
Chairman, but the only reason I brought this up in my statement is 
that I felt there is some danger of relying too much on credit as the 
answer to our foreign trade problems. We think it is very important. 

only meant to call attention to it in passing, that there are some 
other things that also are important. 

Senator Bennerr. In defiance of my own interest in getting along 
with the subject, I remember that this committee in past years took 
positive action to shut out the imports of dairy products. So that 
this agricultural proble m has two sides, like every other problem. | 
am sure you wouldn’t come before this committee to ask us to do every- 
thing we could to encourage the importation of dairy products in 
order to increase trade with Holland and Denmark. 

Mr. Occ. What I meant to say is that we have to build up needed 
imports. There is no sense of importing things that we don’t need. 
Obviously, the only things that we can import are the things we need. 

Senator Bennett. I have learned in the brief period I have been 
in the Senate that those who have things to export want to build up 
exports, and those who are manufacturing for the American market 
and whose market is greatly diminished by the imports of competing 
products from foreign countries are very anxious to protect their own 
industry. I have discovered that this question of foreign trade rests 
on the broad principle of self-interest. 
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Mr. Oe. I might say we have in our organization a million and a 
half members. We have both those with importing problems and 
those with exporting problems. Qur policies are based on a meeting 
of minds of both groups. I think that we have, and I believe our 
proposals do actually serve both interests. I want to make clear, 
if I didn’t do so, that we are not advocating importing things of which 
we have too much, whether it is agriculture or industry. But I do 
believe there are opportunities to import selective items for which 
there is a market and not hurt our economy, and that is what I was 
talking about. 

Senator Bennerr. I mentioned that because in your statement you 
sald in 1 or 2 places, you inferred, that probably we should increase 
our imports so that we could have more exports regardless of the 
effect on the domestie economy. 

Mr. Oaa. Certainly if that is not clear, I will so testify now. We 
certainly believe we have to Import more coods, but certainly that has 
to be on a selective basis on things which we need and not things 
which we don’t need. I would like to make that clear, Mr. Chairman, 
if there is any question about that. 

Senator Frear. Mr. Chairman, there is some question about that, 
but I don’t think we can go into it now because there are resolutions 
that were passed at the last annual meeting and the statement that 
Mr. Ogg has made to me would need some explanation. Personally, 
] don’t think we should go into it. 

Senator Bennerr. I realize 1 am opening up the door I tried to 
] 
close 

Senator Frear. Of course, the Senator is well aware of what hap- 
pened to section 104, too. 

Senator Benner. That is right. Thank you, Mr. Ogg. I think 
we should probably go along. We have another witness with a lim- 
ited time. 

Mr. Oae. May I, in order to clarify the record, insert at this point 
an excerpt from our resolutions which will make very clear what our 
policy is on it? 

Senator Frear. I have read your resolutions. In fact, I have a 
copy of them, and I shall compare your statement with the resolutions 
made at the annual meeting. 

Senator Bennerr. We will be happy to receive that material. 
Thank you very much. 

Mr. Ove subsequet tly submitted the following statement :) 


Excerpt From RESOLUTIONS ON INTERNATIONAL AFFAIRS ADOPTED AT ANNUAI 
M ( AMERICAN Farm BuREAU FEDERATION AT CHICAGO, ILL., DECEMBER 


expansion of international trade on a mutually advantageous basis is of 

tal importance to the prosperity and security of the United States and co- 

operating nations. Our national welfare is so much affected by what happens 

in the international field that we cannot afford to continue to deal on a piecemeal 

basis with trade policies, foreign investments, technical assistance, and inter- 
national defense measures. 

The prosperity of all American agriculture is dependent upon the maintenance 
of a high level of United States agricultural exports. The production of about 
52 million acres has been exported annually in postwar years. Largely due to 
the recent loss of exports, we are now faced with accumulating surpluses, de 
clining prices, and the prospect of diverting about 30 million acres of cropland. 
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The resulting reduction in farm income is serious and will be felt in every seg 
ment of the national economy. 


FOREIGN TRADE EXPANSION 


The most important decision facing the United States in the field of foreign 
economic relations is the decision to balance the domestic economy by increasing 
the volume of exports of agricultural and other products through sound foreign 
trade relationships. Congress and the executive departments of Government 
should (1) establish a clearcut, long-range policy on foreign economic relations 
and trade which includes exporting the maximum quantities of farm products 
and (2) consistently maintain that position. The maintenance of a high standar¢ 
of living in the United States is dependent to a large degree on a high level 
of imports. The real interest of the United States lies in balancing trade at a 
high level. Obviously this requires the reduction of trade barriers to facilitate 
more imports in order to bring about an expansion of exports. 

The Congress, at the request of the President, has created a bipartisan Com 
mission on Foreign Economic Policy—along the lines recommended by the 
American Farm Bureau Federation—to study international economic und trade 
problems and to develop specific recommendations for their solution. We urge 
that the Commission develop and recommend to the President and Congress a 
clear, consistent United States foreign economic policy that will lead toward 
the expansion of mutually advantageous trade within the free nations of the 
world, and an effective program to implement it. 


REDUCTION OF TRADE BARRIERS 


The United States should use its leadership to bring about realistic trade agree 
ments and trade arrangements among free nations to progressively reduce trade 
barriers and expand mutually advantageous private trade. For this purpose, the 
United States should: 

(a) Authorize and negotiate trade agreements under which the President may 
negotiate changes in United States tariffs and import restrictions, with special 
emphasis on excessive industrial tariffs and on items with duties in excess of 
25 percent ad valorem, in return for concessions from other countries with 
respect to tariffs, import quotas, exchange controls, and other trade barriers. 

(b) Offer more stability in tariff rates and customs for reasonable periods in 
return for comparable reciprocal benefits. 

(c) Require the President and Tariff Commission to take into consideration 
the national welfare and the international trade interests of the United States 
(d) Eliminate legislation and regulations which require “Buy American 

(e) Enact legislation to further revise and simplify United States customs 
laws, regulations, procedures. 

(f) Participate in an international organization to negotiate reductions in 
trade barriers, to develop sound principles of international trade, to bring about 
the elimination of unfair or discriminatory trade practices, and to develop 
measures of international cooperation for the expansion of international trade 





EXPORT-IM PORT TRADE PROMOTION 


Other countries need United States farm products. At the same time, these 
countries. need to find additional markets abroad for their exports. The United 
States should take every reasonable measure to adapt its trade policies to these 
needs in such ways as to stimulate the exports of farm products 

Because of (1) the shortage of dollars with which to purchase United States 
agricultural products and (2) the necessity of other countries to find export 
outlets for their surplus commodities, these countries are negotiating agree 
ments to import agricultural products from nondollar countries which are willing 
to take manufactured goods or other exports in return. 

Preliminary investigations indicate that there are large possibilities for ex- 
panding trade between the United States and other nations through private enter- 
prise, if private business and agricultural groups in America and in other co- 
operating countries tackle this problem cooperatively. 

In the great agricultural areas of the United States comparatively few im 
ported goods are offered for sale. Yet, these are the areas of the United States 
which produce most of the agricultural commodities exported and which are 
heavily dependent upon export markets for their prosperity. A genuine com- 
munity of interest exists between United States producers and exporters who 
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wish to expand agricultural exports and the manufacturers abroad who wish to 
expand their exports to the United States. 

We recommend that the American Farm Bureau Federation promote policies 
and programs to expand mutually profitable trade by means of : 

(a) Encouraging negotiation of suitable arrangements with foreign govern- 
ments that will assure the progressive elimination of dollar import restrictions 
or other trade barriers applicable to United States agricultural exports in rea- 
sonable proportion to the expansion of United States imports of selected goods 
from these countries. 

(b) Enlisting cooperation of agricultural cooperatives and other distributors 


of farm supplies, importers, and retail distributors to purchase and promote the A 
sale of selected imported goods for which there is a potential market 

(c) Conducting special educational efforts, particularly in rural areas, by ‘ e 
Farm Bureaus and agricultural export groups to expand mutually profitable 
trade 

(7d) Providing a comprehensive trade promotion service for furthering the \ z 


export of farm commodities and sound imports to pay for them 

(e) Assuring adequate credit to finance imports and exports 

(f) Sending trade missions composed of representatives of agriculture and 
other groups interested in exports and imports to countries with whom our trade 
s of strategic importance to appraise possibilities and means of expanding 
mutually profitable private trade. 


ENCOURAGE PRIVATE TRADE IN EXPORT OF FARM PRODUCTS 


Che policies of the United States should be designed to stimulate and utilize 
the great resources of private traders to sell United States farm products 
throughout the world Market information, credit, and all export services 
should be geared to aiding all private traders who engage in the export of 
farm products 


MAINTENANCE OF QUALITY STANDARDS FOR EXPORTS 


The export of poor-quality, adulterated, or damaged products injures de 
mand abruad. United States farm products should be known around the world 
for their high quality. Measures should be taken to assure maintenance of 
quality standards essential to merchandising an increasing volume of exports 
of quality farm products 


EXPORT SURPLUSES FOR ECONOMIC DEVELOPMENT 


Surplus farm products that cannot be sold abroad for dollars should be 


offered for sale and export through private channels, under limitations deter- 
mined by the Secretary of Agriculture, in exchange for local currencies. These 
irrencies should be used as a revolving fund for expanding international trade 
and increasing production, to buy basic materials, and to pay United States i 
obligations abroad. 


SPECIAL EXPORT PROBLEMS 


Congress should authorize limited use of surplus food and fiber for emer 
gency or relief purposes We favor limited authority to use surplus farm s 
products through private relief agencies operating in foreign countries. How- 
ever, for any substantial volume we believe it is more practical and more 
humanitarian to sell surpluses for local currency which can be used to increase 
production for gainful employment. 

Farmers have a responsibility to help industry, labor, and other economic 
groups properly to appreciate that the national welfare demands particular 
emphasis on agricultural exports now so that we may achieve necessary agri- 

tural adjustments in on orderly manner while employment and production 
remain at a high level in this country 

Other Americans should realize, as farmers do, that failure to solve farm- 
1djustment problems after World War I contributed materially to the general 


economic breakdown in later years. 


FOREIGN AGRICULTURAL SERVICI 


We recommend that the Foreign Agricultural Service be adequately staffed 
and financed with full consideration for the vital importance of expanding 
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exports of farm products. Additional emphasis should be given to (1) estab- 
lishing complete export trade advisory services, (2) increasing the number of 
commodity specialists whose primary duty will be to promote the expansion 
of trade abroad, (3) analyzing potential export markets for each country and 
each commodity to determine their sources of supply and their reasons for not 
buying United States products, (4) encouraging and aiding in negotiating the 
reduction of duties, restrictions, and discriminations against United States 
farm products, and (5) analyzing and disseminating information on all condi- 
tions which restrict the export of farm products and encouraging necessary 
action to remove them. 

In keeping with the increasing importance of international trade and its 
relationships to American agriculture we recommend that our agricultural 
attachés serve under personnel policies that will attract highly qualified men 
and enable them to progress professionally within agricultural work. We 
recommend that permanently stationed foreign agricultural and commodity 
specialists be diplomaticaily accredited and given necessary operating expenses 
to properly serve the economic intelligence needs of United States producers. 
These foreign agricultural officers should be directly under the supervision of 
the Secretary of Agriculture. 

ENCOURAGEMENT OF PRODUCER INTERNATIONAL TRADE CONFERENCES 

In a number of instances Farm Bureau has successfully sponsored interna 
tional trade conferences of agricultural producers. Such conferences have re- 
sulted in a mutually satisfactory settlement of specific problems without Govern- 
ment intervention or legislation. Therefore, we recommend that this type of 
conference be held wherever possible and advisable. 

Our last witness is Mr. Boris Shiskin, who is here representing the 
American Federation of Labor. We will be glad to hear your state- 
ment. 


STATEMENT OF BORIS SHISKIN, DIRECTOR OF RESEARCH, 
AMERICAN FEDERATION OF LABOR 


Mr. Sutsx1n. Thank you, Senator. My name is Loris Shiskin. I 
am director of research, American Federation of Labor. 

I would like to state for the record that on the Citizens Advisory 
Committee studying the problems of the International Bank for Re- 
construction and Development and the Export-Import Bank, Presi- 
dent Meany of the American Federation of Labor has served as a 
member and I have served as his alternate. 

I have here at the outset, Mr. Chairman, a statement in the form 
of a letter by President Meany to Senator Capehart, which I would 
like to read as the statement briefly summarizes the position of the 
American Federation of Labor on this important matter. 

It is addressed to the Honorable Homer E. Capehart, Chairman, 
Senate Committee on Banking and Currency. 


Dear SENATOR CAPEHART: The American Federation of Labor supports the 
objectives sought in the proposed amendments to strengthen the Export-Import 
Bank of Washington contained in 8S. 358). 

In order to deal effectively with the future problems of international trade, 
it is essential that there be in the hands of the Government of the United States 
an instrument through which our foreign policy objectives could be served. 
The Export-Import Bank is such an instrument. 

Provisions of S. 3589 whereby the Export-Import Bank would be given, through 
the Chairman of its Board of Directors, active representation on the National 
Advisory Council on International Monetary and Financial Problems would 
establish direct and ready means of close coordination of the bank’s lending 
operations with the objectives of our foreign policy and the requirements of 
national security. The bill would strengthen the management organization of 
the bank. By establishing an advisory committee composed of representatives 
of business, agriculture and labor, it would make possible close consultation with 
representative groups regarding the course of the bank’s financial operations. 
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To realize continued expansion of both industrial and agricultural production 
and to help maintain full employment at home, America must be able to export 
an increasing share of its production in the years to come. It is equally im- 
portant that American trade and investments play their full part in bringing a 
rising living standard to the economically backward areas. Wisely directed 
lending policies of the Export-Import Bank would do much to sustain healthy 
economic growth both at home and throughout the free world in the years to 
come, 

I would like to present a very brief discussion with 2 or 3 sug- 
gestions with regard to the bill before you. First of all I would like 
to point out that we are at the moment experiencing a very definite 
turn in our responsibilities and problems with respect to the outside 
world. We reached a turning point sometime back. We reached a 
turning point as well in our responsibilities within the context of 
national security. All of these things add up to this problem con 
fronting the United States now. 

We have had since the end of the war sizable public or publicly 
assiste «l investments going abroad. They were going on over a period 
of 3 or 4 years, ending before the last fiscal year on a very much 
diminishing seale. 

Beginning with the last fiscal year these programs have been reduced 
almost entirely to military investments or investments necessary for 
military support. We have a problem at home. We have a problem 
at home in that our employment levels today are not what they should 
be in order to maintain a full employment and full production level. 
It is very gratifving that in the last 2 months there has been a good 
indieation of stabilizing influences in the economy. We on the labor 
side did not anticipate any plunge toward a widespread depression 
at this time, and we believe that the pattern does conform to our 
expectations at this time. However, we feel that the level that ranges 
between three and four million on import is too high a level, and be- 
sides, any indication of stability while gratifying in itself because it 
doesn’t show a development of further danger at the same time is also 
an indication of failure to grow. 

In the first quarter of this year our gross national product realized 
in the United States was $13 billion less than it would have been had 
we maintained in the first quarter of this year full employment and 
production. 

By the first quarter of 1955 it would be necessary to increase the 
gross national product on the annual basis from the first quarter of 
1954 by $25 billion, and if we maintain still the same level as we 
have maintained in the previous year prior to that, you will see that 
the task of economic growth is treme:dous and at the present rate 
of ability not realizable. 

This is a simple proposition if we consider the last 7 years, the 
7 years ending in midsummer of 1953, from the end of the war. 
During that time the gross national product was increasing at the 
annual increment, at the annual increase of 444 percent per year 
compounded. Since Korea, because of the great intensification of the 
economy, that rate was over 7 percent between 1950 and midsummer 
of 1953. But the average for those 7 years was 414 percent. 

Now, the test before this country is, Can we maintain in the future 
the rate of economic growth within the range of 4 percent a year 
and thereby sustain full growth, full prosperity, and full employ- 
ment without reliance on defense? Can we have peacetime growth / 


<_< 
OS 
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And that, I think, is the question before this committee in considering 
this legislation. It is a fundamental one with respect to our domestic 
economy. We have to find ways and means, and this is one of the 
nstruments to further priv: ite Investment, to increase private trade, 
and to increase exports in order to provide the growing outlets into 
the areas in which there is a great need and demand for our products 
provided that credit facilities, trade terms, and other arrangements 
are sufficient for us to allow this growth. 

The second consideration that needs to be taken into account is that 
we are confronted with a world in which we still have a continuing 
responsibility, and probably heavier responsibility than ever, before 
us because of the presence of the Kremlin and its aggressive intent. 
In that we have to recognize that we have to be positive in our policies, 
that we have to provide rural translation of ideals into practical 
terms, and for that purpose we need to have an instrumentality of the 
United States which would further our foreign policy aims, which 
would provide funds and credit available where expansion is needed 
and facilitate trade within the free world. 

I would like to point out with regard to the Export-Import Bank 
that the Export-Import Bank, which was created originally by Execu- 
tive order in 1934, Executive Order 6581 of April 1934, which first es- 
tablished this institution or its predecessor, stated as a specific purpose 
of this bank, as a part of its policy and objective, would be to relieve 
unemployment and to help develop employment opportunities. 

That is the genesis of this institution. Of course, the Export-Im- 
port Bank of Washington has been an orphan. It has been moved 
around from the inde spe ndent status, De partment of Commerce, For 
eign EKeonomie Agency, the Treasury Department, and so forth, and 
the attempt in this bill to prov ide a berth to this institution and to pro- 
vide a basis on which 1 t could be tied up to the deve lopme nt of our 
trade policy as a whole is quite important, 

W e realize that the Treasury Department has a legitimate ground 
for argument that it ought to be closely coordinated and it should be 
with the Treasury policies. Perhaps it might even be retained in the 
Treasury as far as the housekeeping functions are concerned, but it 
should be an inde pendent agency as far as this bill provides, and we 
concur with that recommendation. 

We also feel that the provision of the advisory committee is to the 
good. This is what we have sought, and we hope that this new staff 
will help enable a broader review of policies of this kind by represent- 
ative groups. At the same time we also feel that the National Ad- 
visory Council, which has the fundamental responsibility of coordi- 
nating the work of the bank and directing its policies, ought to have in 
this day and age direct participation in that review on the part of the 
United States De partment of Labor. 

Mr. Chairman, I would also like to suggest that we consider care- 
fully the nature of this institution with regard to its proper adminis- 
tration and careful administration of its policies. The provision in 
the proposed bill would have the Chairman and the members of the 
“oard of Directors to govern this board to serve at the pleasure of the 
President. We believe they should serve for aterm. It may be well 
to follow the procedure established in some other agencies, establish a 
6-year term, scaling it down to 4 and 2, so that the membership could 
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be replaced. And we, of course, feel and agree, as provided in the bill, 
that the Board of Directors should be bipartisan. 

We think that in the operation of this bank the proposal to increase 
lending capacity is not only justified but highly desirable. 

There are a couple of points I would like to make in that connection 
insofar as its functions are concerned. The Export-Import Bank 
has held the residue of several delegations of authority, of specific 
delegation of authority with respect to Latin-American countries in 
which it has been discharging its responsibilities, and we think the 
bank on the whole has done its work well. But if we take a step 
back and look at it objectively, at the responsibilities before us, it is 
important to recognize that what we do we don’t do alone, especially 
in the foreign trade field. 

In the first place, we do always have the threat of a 187 rressive eco- 
nomic warfare that might be conducted or instigated by the Kremlin, 
and secondly, we do have at this stage the recuperation of the econo- 
mies of the industrial countries, particularly those of Europe, reaching 
a stage at which there is a highly competitive search for new markets 
and outlets abroad. 

There is a question of guaranties. There are certain limits placed 
on the guaranties which are now within the purview of the Export- 
Import Bank. It may well be that they should be reviewed and these 
limits somewhat increased. It is a very complex subject. I don't 
want to take the time to discuss it in detail. It is not raised in the legis 
lation here directly, but I only wanted to say this on this question, 
that without going Into a variety - problems that are involved in the 
question of guaranties I think it is important to realize that export 
countries in the free world that. are making substantial gains in the 
expansion of world trade have resorted and are maintaining systems 
of guaranties, and are maintaining them successfully. 

Let me point to the example of Rares, for instance, and I refer 
to a report of the Swiss Bank Corp., of Basle, Switzerland, April 1954 
issue, in which the detailed foes are provided, but to put it simply 
here is a country to which exports are very important. It has pro- 
vided guaranties for investments in all parts of the world. It has 
taken a loss on those guaranties that amount to something like eight- 
tenths of 1 percent, and the Swiss Government regards that eight- 
tenths of 1 percent to broadly support an export policy which is of 
vital importance to the country as a whole and its prosperity as a good 
investment. 

They also have recognized that a guaranty policy of this kind ought 
to have sufficient discretionary authority in the agency passing on those 
gueranties to be able to handle them on a case-by-case basis. 

There are guaranties also maintained, I believe, on the 4-year limita- 
tion by the Federal Republic of Germany now. Their experience, 
short lived, of course, because it was begun only recently, has been quite 
successful. They have suffered setbacks; and, of course, this is not 
the time to judge whether that is so; but there have been some losses 
on their loans in the instance of a couple of countries. 

Any system of that sort is also subject to the kind of thing that 
happens when Mexico, for example, recently devaluated its currency 
vithout any advance warning. The guaranties are rather broad, and 
they guarantee the risk on private investments. So does the United 
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Kingdom. The United Kingdom also provides limited guaranties, 
but substantially ones in export. 

So all Iam pointing out is that this problem has to be given further 
study, but we ought to recognize the fact that we are not alone in this 
world, that in order to establish markets of this kind there may be 
ways and means, including some form of a guaranty system, that might 
rove to be operable. 

I would like to just say one word on the types of investors You 

can’t associate the responsibilities of the Export-Import sank to the 
presence of the World Bank and its lending policies, and to some ex 
tent the area has been divided to prevent overlapping, and properly so. 
But the lending capacity that has gone into Latin America, and in 
which the Export-Import Bank played a much larger part than did 
the World Bank, a notable factor stands out—and I think in all its 
lending policies this same thing is true—that something like a billion 
dollars of its investments have gone into highly profitable lending 
operations in mining and petroleum as against smaller proportior 

that have gone into development loans and loans of this kind. 

In areas in which expansion is necessary to further United State 
policy, it seems to us that their review of terms on which these loan 
are made should be done on a much more careful basis so that the 
possibility of this being merely used as an instrument to achieve 
windfalls to highly profitable large industrial aggregates would not 
take place. 

The second point in that connection that I wanted to bring out was 
also the fact that, in connection with the obligations held by the 
Export-Import Bank, there is a problem of their marketability. 
There are a variety of suggestions that have been put forward, but it 
is a fact that, without being able to resort to an open market, to an 
auction, to competitive bidding for the disposition of these obliga- 
tions held by the Export-Import Bank, that you have had a record 
that is questionable in which the rates permitted by the bank are 
substantially higher, 50 percent higher, than the prevailing rate of 
other Government obligations. 

So there you have an opportunity and have actually had the evi 
dence of a very substantial windfall to the investment banks because 
of the method of marketing. 

We are not making any specific recommendations here as to how 
it should be done, since the committee has studied it. It is a problem 
that requires further consideration. It is one in which the loopholes 
should be closed or the method should be changed which would permit 
large windfalls of that kind. 

Finally, I would like to say, Mr. Chairman, that as a part of our 
trade and investment policy it seems to us it is vitally important that 
there would be developed a set of criteria that would not narrow the 
flexibility of the bank’s operations but establish its objectives. It 
ought to be indicated, for example, in further investments of Amer 
ican private capital, that loans that facilitate and provide the base 
through development of such private investments into the actual 
industrial operations, that we are providing a base for growth, but 
we ought to state that our objective is to encourage American capital 
to go abroad, and particularly in the underdeveloped areas, to do so 
not on an exploited basis but that we do have a concern in the devel 
opment of rising income standards and that we do have a concern 
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ig portunities of employment arising and generated 
of these loans. We fee] that it needs to be done. 
tall imeaptodl tous. It is actually in our self-interest to do 
e out of those rising standards of living we will create the 
markets for future growth for our own products, and these 
e the economic corn seed that will give uS a tremendous 
*Tuture erowth al d wealth in the years to come. 
se recommendations, Mr. Chairman, I would like to urge 
tee to consider favorably the proposed legislation. 
BennNeEtTY. Are eee any questions ¢ 
senator Frear. In your opinion do we need both our participation 
n the International] age and the E xport-Import en 
Mr. Sutsuxrn. Yes. The purposes that are served by the two in- 
SLICTULIONS are quite « distin ‘tt. We have a special responsibility to carry 
through with a foundation laid in the Bretton Woods Agreement. 
‘The International Bank ean reach an accomp lished purpose quite dif- 
ferent from the Export-Import Bank. There is also a tremendous 
alue in the mutual participation of the United States with other in- 
vestment funds which can be increased and actually in which the 
share of other countries can be increased in which we have a mutual 
irtnership with our friends in the World Bank. At the same time 
there are many things in which the Export-Import Bank is the only 
ity. It may be a question of our interests or strenethen- 
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nstrumenta 
on in Italy in which there is a very heavy unemployment. 
ants peopl from It aly because they need manpower. Aus- 
e housing and lumber. Austra lia wanted to import 

the United States. W thout that, it cannot have migra 

tralia from Italy. e Export Import Bank can provide 
the import of that lumber, which is to our advantage and 

rts but at the same time accomp! hes ¢ Pp See 
pressure, on which communism thrives, in Italy and re- 
ul employment the re, l am us oe that as an ake 

eems ie fundame1 tal that the Government of the United 
her governments, have an instrumentality on which it 
the economic measures ; | financial measures taken in 
foreign 
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en there is a field for each of the two banks and 
opel hat you would think should be kept separate ¢ 
Mr. SuisuKin. Without any question. 
Senator Bennett. Thank vou very much, Mr. Shishkin. Our time 
expired. This will mark the end of these hearings. If there is 
nyone who has an addit ional statement, that will be accepted through 
next Monday, June 21. Otherwise, the hearings are adjourned. 
(Whereupon, at 12:05 p. m., the committee adjourned, subject to 
ill of the chairman. ) 








